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FOURTH 


EDITION 


iN The best abridged dictionary because it is based upon 

Webster’s New International — The “Supreme Au- 
thority”’. For all quick-reference purposes WEBSTER’S 
COLLEGIATE contains an amazing amount of informa- 
tion. 106,000 entries, including hundreds of new words, 
with definitions, spellings, pronunciations, and use of 


words; a dictionary of Biography, a Gazetteer; 
1930 population figures; rules of punctuation, use of 
capitals, abbreviations, etc.; a dictionary of foreign 
phrases, Many other features of practical value. 1,268 
pages, 1,700 illustrations. 


Get The Best 


Thin-Paper Edition: Special Merriam Cloth, $5.00; Fab- 
rikoid, $6.00; Leather, $7.50. 


Purchase of your bookseller; or send order and remittance 
direct to us; or write for information and free specimen pages. 
G. & C. MERRIAM CO., 109 Broadway, Springfield, Mass. 
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CORRESPONDENCE SCHOOLS 


4 ; 1 At home—in spare time—20 minutes a day. 
Columbia Gniversity [earn Increase your salary. Gain self-confidence, 
Home Study Courses D blic*™™’: ability to sway others by effective 


A wide variety of practical as well as cultural subjects, specially 1] i speech. Write today for free booklet, 


WEBSTERS 
COLLEGIATE 


. , T10% 
- Warn ED" iF 
25 ORS RAR SER 

















prepared for study through correspondence. How to Work Wonders With Words. 


For full information address North American Institute 
Home Study Dept. W. Columbia Uriversity, New York City 8601 Michigan Ave., Dept. 2349, Chicago 


SHORT STORY WRITING 


One pupil won a $2000 prize. Another 
Fosened over $5000 in spare time. 





Greater opportunities now in advertis- 
ing. Learn easily and eons in spare 
time. Practical work. No text books. 
Old established school. Low tuition— 
Easy terms. Send for free booklet of 
interesting information, 





upi Page-Davis-:School of Advertising 
Dept.2349,3601 Mich.Av.,Chicago 


INTERIOR DECORATION 


by FRANK ALVAH PARSONS 
Profusely Illustrated Net $4.00 
Atall booksellers DOUBLEDAY, DORAN & CO., INC. 





\\ Hundreds are selling constantly to lead- 
ing publishers. 
| Particulars of Dr. Esenwein’s famous forty- 
H] lesson course in writing and marketing of 
the Short-Story and sample copy of THE 
WRITER’S MONTHLY free. Write today. 
7 The Home Correspondence School 
Dept. 115 Springfield, Mass. 














UNIVERSITY’CHICAGO 
HOME-STUDY COURSES 


Continue your high-school, college or personal 
Program of education. Teachers, Religious 
and Social Workers, Men and Women in 
many vocations are using the 450 courses in 
45 different subjects to obtain guidance by ex- 
Rts for cultural and for practical! purposes. 
‘he courses yield credit. Ask for free booklet. 
THE UNIVERSITY OF CHICAGO 
631 ELLIS HALL CHICAGO, ILL. 


Residential Schools 
VIRGINIA 
MILITARY 


STAUNTON ‘"eaceny’ 


Superb disciplinary training equaled by academic excellence. Pre- 
pares thoroughly for all colleges and for citizenship. 286 graduates 
in 88 leading colleges. Catalog. COL. THOS. H. RUSSELL, 
B. S., LL. D., Pres. Box W, Staunton, Va. 
























PENNSYLVANIA 
SCHOOL 


ert Hall ;.; cirts 


ACCREDITED College Preparatory and Junior Col- 
lege. Conservatory of music. Special courses. Part of 
May at Ocean City. Large campus. New buildings. 
Athletics. Golf. Riding. Catalog, Frank $. Magill, A.M., 
Headmaster, Box W. CHAMBERSBURG, PA. 
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—with the aid of The Plot-Robot-Genie. Scores of authors 
who are using it are making good money writing for the 
magazines. One made over $1,000 the first 60 days—an- 
other writes he just finished $2,000 worth of Action- 
Adventure stories with it. Sales of Genie plotted stories 
are constantly reported by others! 

All you need is just an idea—and most folks have more 
than one good one, The Plot-Genie builds around THAT 
—and you have a salable story! 

It is not just a book—course—or machine. Our circular 


Afoawaan-loonine Scnoo. A or Paoveo Excecrence y 
No. 96 contains illustrations and full information. Write 
for it today. It’s free—no obligation. 


Criticism and Sales Service Free! Headmaster Re, ) 


THE GAGNON COMPANY SAMUEL F. HOLMES, Grorce D. CHURCH, < 
734 Union Insurance Bldg. Los Angeles, Calif. WORCESTER MASSACHUSETTS JN 
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Shoot the 
Works 


HEN an oil gusher blazes and 

goes berserk, there is literally hell 

to pay in that twelve-billion- 
dollar American industry. It is paid 
annually in human lives, human wreck- 
age, millions of dollars’ worth of scarred 
property, wasted gas and oil. Payment 
is stopped only by the expenditure of 
unbelievable quantities of human inge- 
nuity, labor, heroism, daring, suffering. 

Three hundred and thirty thousand of 
these oil wells dot this land, each a po- 
tential fire menace from the slightest 
spark or flame. Each year twenty 
thousand new wells are drilled—seven 
thousand of them dry, the remaining 
thirteen thousand spouting gas and oil at 
the critical moment of their coming in. 
More precautions are taken against this 
dangerous instant than surround the 
birth of a child in the most elaborately 
appointed maternity hospital. 

If a well comes in unexpectedly, it 
spells almost certain disaster unless 
instantly controlled, for there is no time 
to blacken the fires of near-by boilers. 
These fires or the spark from the clash 
of metal against rock, a bolt of lightning, 
a careless workman with matches, live 
wires—any one of a dozen other hazards 
—may ignite the volatilized atmosphere 
surrounding the drilling and wreak in- 
stantaneous havoc. Then comes the 
dreaded blast, followed by a towering, 
searing, seething, roaring plume of 
smoke and flame. 

In order that you may understand the 
two major methods employed in fighting 
these oil-well fires, imagine yourself in 
front of a flaming gas jet in your home. 
In two ways you can extinguish this 
flame: (1) blow it out, in which case the 
gas will continue to flow unignited; (2) 
shut the gas cock, in which case the 
flame, no longer fed, will die, the gas 
imprisoned in its feed pipe. 

These are precisely the two major 
methods used in fighting oil-well fires, 
except that instead of a puny human 
breath, a blast of two hundred pounds 
of nitroglycerin gelatin is detonated at 
the mouth of the blazing well, blowing 
the flame into the sky and permitting 
the gas and oil to gush up, unignited, 
until capped; or a sap tunnel is run un- 
derground, starting anywhere from one 
hundred to three hundred feet away 
from the well and from fifty to three 
hundred feet beneath the surface of the 
earth and boring to the well casing, 
which is then clamped off much as you 
would turn off a gas cock. 

Of recent big well fires the most nota- 
ble is the blaze at Sinclair Oil Com- 
pany’s Cole No. 2, near Gladewater, 

(Continued on Page 5) 
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| Success- 


while you are young 
enough to enjoy it 


te | meeting Armstrong this afternoon at 
Ingleside—last chance for a little golf be- 
fore we sail for Europe on the fifteenth... .” 

Pretty soft for Bob Carrington, you say—a 
lovely country home, golf on a week-day when 
the other boys are slaving at the office—a six 
weeks’ trip to Europe with the family— and 
all this wonderful success while he is still young 
enough to enjoy it! 

But why look with envy upon success well earned 
—especially when it is within your power to attain that 
Same success? ; : : 

“If young men in business only realized how im- 
mensely valuable are those early years, and how vital 
it is to get away to a flying start, they would makeitan 
inflexible rule to devote several evenings every week 
to home-study business training.” ’ 

One of America’sforemost business men—an active 
directorin a dozen bigcorporations—made that state- 
ment recently; and if you havetheslightest doubt of 
its truth, you need only checkit by the actual records 
of LaSalle-trained men, many of whom, though still 
in their thirties, are commanding five-figure salaries. 


Send for Free Book 
*‘Ten Years’ Promotion in One’’ 


“I’m determined to succeed,”’ you say—and we do not 
deny that hard work and learning through day-to-day 
experience willeventually win you some measure of 
success. If successis sweet, however, isit not doubly 
sweet if it comes to you while you are still young 
enough to enjoy it? 

Andisitnot a needless and tragic waste of years to 
continue at outgrown tasks, simply because you will not 
Spare yourself the time to master those bigger jobs that 
command therealrewards of business? 

Ten Years’ Promotion in Oneisa booklet that shows 
you how you can save years that would otherwise 
be wasted. Sending for it has marked the turning 
point in the livesof thousandsupon thousands of men 
—and the coupon will bring it to you FREE. 

With this book we will send you, without cost or 
obligation, complete particulars of the training that 
appeals to you, together with details of our easy-pay- 
ment plan. 

Will you wait till the golden years of your life are 
fast slipping away—or will you set your path toward 
success while you are still young enough to enjoy it? 

Provethat you mean what you say when you say 
that you want to get ahead—by what you do with 
this coupon NOW. 


e===<Find Yourself Through LaSallele==== 


LA SALLE EXTENSION UNIVERSITY 
The World’s Largest Business Training Institution 
Dept. 12332-R Chicago 

I should be glad to learn about your 
Salary-increasing plan as applied 


to my advancement in the business 
field checked below. 


(] Business Management 
| Higher Accountancy 
|| Traffic Management 
_] Modern Salesmanship 
|| Railway Station Mgm’t 
L) Railway Accounting 
[] Law—DegreeofLL B 
UO Commercia 1Law 
1) Modern Business Correspondence 
Modern For hip (C Busi English 
P Per 1M. 2 0 Commercial Spanish 
Tonning end Finance [ Effective Speaking 
‘ustr anagement 
| Expert eel UO Stenotypy-Stenography 
De kkeeping OD Telegraphy 


OC. P. A. Coaching 
() Paper Salesman s D Credit and Collection 
Training Correspondence 






















(Continued from Page 4) 
Texas, a 15,000-barrel-a-day gusher 
which ignited from a tool friction spark 
as it came in, turning itself instantly 
into a howling inferno. 

The fourteen men then at the well 
head jumped for safety—two of them 
into the slush pit, where they were 
boiled alive. Five others rushed back 
and forth through the near-by woods, 
yelling and tearing at their flaming, 
oil-soaked clothes until they died, 
roasted alive. Two others were fright- 
fully burned, dying later. Meanwhile 
the flaming well roared and spiraled 
three hundred feet into the air, and this 
seething destruction went on for days 
until the most famous oil-fire fighter of 
the present day, M. M. Kinley, of 
Tulsa, Oklahoma, and his brother Harry 
with their asbestos suits and other 
equipment, could complete preparations 
to blow the blaze out with nitroglycerin. 

This is something of an undertaking. 
Working in heat from the pillar of 
flame so intense as to be almost unbear- 
able, gangs of men must hack down all 
surrounding timber and other debris 
(twenty acres of it inthis case), snake out 
with grappling cables attached to trucks 
and tractors all machinery and equip- 
ment at the mouth of the well, all of 
which is white-hot. These men work in 
heavy asbestos suits behind asbestos fire 
shields, with streams of water from fire 
hose played on them and the surround- 
ing territory. 

This Gladewater fire was extinguished 
with two 200-pound shots of nitro- 
glycerin, after burning 193 hours, by 
the two Kinleys and H. H. Bunch, a 
volunteer. The initial explosion came 
sixty seconds too early. That much 
more leeway, and the well would have 
been closed safely in. As it was, the 
property damage was put down at a 
hundred thousand dollars plus. 

After the fire started, the winching 
and snaking out of machinery and clear- 
ing the surrounding ground of drill pipe, 
metal parts, and debris, took three days. 
The men, scorched and_biistered, 
worked twenty hours a day. M. M. 
Kinley was seriously injured before the 
job was done; thereafter, he directed 
his brother and Bunch from a cot on the 
sidelines. 

The top, or “kelly,” of the well was 
blown off with the first 200-pound shot 
of nitro, allowing the blazing oil to shoot 
straight into the air instead of down- 
ward and spreading as before. The 
second shot was placed directly over the 
blazing geyser and detonated. The 
flames rolled off into the air, and the 
stream of gas and oil continued to flow 
from the mouth of the well. But, un- 
ignited, it flowed harmlessly. 

The nitro cartridges were made by 
packing them first in asbestos, then into 
50-gallon steel oil drums, also asbestos- 
wrapped. Fuses were set therein and 


(Continued on Page 68) 





For Christmas ... Give This 
Treasure House of Fascinat- 
ing and Useful Information 
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How the Sacred Cloak of 
St. Martin Gave Us Our Word 


CHAPEL 


When the revered Saint Martin died at Tours, in the 
4th century, his cloak was preserved by the Frankish 
Kings as a holy relic. The original meaning of capella, 
the Late Latin word for cloak, was extended, so that it 
came to mean not only the cloak, but also the sanctuary 
in which the cloak was kept. Gradually the meaning 
broadened further, and capella came to denote any 
shrine in which sacred things were kept, and then any 
building or room used for sacred services or worship. 
The Latin form capella became the Old French form 
chapele and then our English word chapel. From the 
same source comes chaplain, which is derived from the 
Latin capellanus, ““guardian of the cloak” of St. Martin. 

This is but one example of the thousands of fascinat- 
ing stories about the origins of English words which 
you will find in 


“The Supreme Authority” 


WEBSTER’S NEW 
INTERNATIONAL 


DICTIONARY 
The Perfect Gijt 


ENN It is a library in one volume, its 
WA, type matter equivalent to a 15- 


\ volume encyclopedia. Its ency- 


BS ~\B\ clopedic information makes it 
\, \soss®\Q, a general question- answerer 















\. on all subjects. In its 2,700 
pages there are 452,000 
entries, including thou- 
sands of new words, 
12,000 biographical 
entries, 32,000 geo- 
ae ee subjects, 100 
> valuable tables, over 6,000 
“illustrations. 


Get The Best 


Rely on the testimony of Presidents and Department 
Heads of the leading Universities; the indorsement of 
hundreds of Supreme Court Judges; the judgment 
of Librarians all over the country who choose the 
MERRIAM-WEBSTER for their own use. 


See It at Your Bookstore 


Send for Free Booklet 
of Word Stories 


A number of these fascinating stories about the origins 
of words are presented in an interesting illustrated 
booklet which we shall be glad to send you free on 
request, together with full information about The 
Merriam-Webster. Just mail coupon. No obligation. 


G. & C. MERRIAM CO., Springfield, Mass. 


G. & C. Merriam Co., Springfield, Mass. 

Please send me free your booklet **Sur- 
prising Origins of English Words” and full 
information about Webster’s New Interna- 
tional Dictionary, (World’s Work 12-31) 


Name 





Street and Number 








Copyright 1931 by G. & C. Merriam Company, 
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Why rtmahe th, 


BOOK CHRISTMAS? 


IN DAYS like these books are an economy. They cost less, last 
longer, mean more. For a merrier Christmas all around, you'll 
Siw probably find it profitable to use this page as a guide to giving. 


It contains many of the year’s best books and best-sellers. 





Young Moderns 
THE COLONEL’S DAUGH- 
TER, by Richard Aldington. The 
magnificently ironic story of a 
“nice” girl. 4th Printing. $2.50 
FOUR FRIGHTENED 
PEOPLE, by E. Arnot Robert- 
son. A novel of light-hearted 
terror in the jungle. $2.50 
FATHER MALACHY’S MIR- 
ACLE, by Bruce Marshall. A 
humble little priest who shocked 
the world with a miracle. $2.50 





Discoveries 


THE LOVING SPIRIT, by 
Daphne du Maurier. Probably 
the finest first novel of the year. 
5th Printing. $2.50 
WITHOUT MY CLOAK, by 
Kale O’Brien. The lusty story 
of an Irish family. With wood- 
culs, by Freda Bone. 2nd Ptg. 

$2.50 
THE SHINY NIGHT, by 
Beatrice Tunstall. <A tale of 
poaching in ancient Mercia. 


$2.50 





Short Stories 


FIRST PERSON SINGULAR, 
by W. Somerset Maugham. Tart 
and amusing tales in the man- 
ner of Cakes and Ale. $2.50 


THE NIGHT VISITOR AND 
OTHER STORIES, by Arnold 
Bennett. High moments in the 
lives of such people as those in 
Imperial Palace. $2.50 


THE HUMOROUS TALES 
OF RUDYARD KIPLING. 
Seventeen famous tales and 
eight amusiug poems. $2.50 
O. HENRY MEMORIAL 
AWARD PRIZE STORIES OF 
1931. Faulkner, Brush, ef al.; 
newcomers and old favorites. 
2nd Large Printing. $2.50 








Important 
New Novels 





Edna Ferber’s 
AMERICAN BEAUTY. A 


novel of Connecticut, which 
mirrors all America in tran- 
sition. $2.50 


Clemence Dane’s 
BROOME STAGES. Seven 


generations of a royal and 
enthralling family of the 
stage. $3.00 


Margaret Kennedy’s 


RETURN I DARE NOT. 
One week-end party cap- 
tured in a wicked and beau- 
tiful novel. $2.50 


V. Sackville-West’s 


ALL PASSION SPENT. 
The memorable portrait of 
a rebellious noblewoman. 
Ath Printing. $2.50 


Vicki Baum/’s 
AND LIFE GOES ON. 


Twoworlds collide in a little 
German town. Vicki Baum’s 
first new novel since Grand 
Hotel. 2.50 


Hugh Walpole’s 
JUDITH PARIS. 


The adventurous 
career of Rogue 
Herries’ daughter— 
an eloquent study 
in English char- 
acter. $2.50 


Front Page 

Personalities 
ROLLING STONE, by Lowell 
Thomas. His best ‘‘find’’—the 
life and adventures of Arthur 
Radelyffe Dugmore. Illus. $2.50 
SISTER AIMEE, by Nancy 
Barr Mavity. ‘The whole story 
of America’s most amazing 
woman. Illus. $2.50 
MUSTAPHA KEMAL, by 
Dagobert von Mikusch. Dictator 
of the modern East—his first 
intimate portrait. Illus. $4.00 
THE REAL McCOY, by Fred- 
eric F. van de Water. The true 
story of a modern rum-running 
Capt. Kidd. $2.50 











Novels That Have 
Stood the Test 


SEED, by Charles G. Norris. 
The daring classic of birth con- 
trol. Now in its second best- 
seller year. Illus. 16th Ptg. $2.00 


THE WATER GIPSIES, by A. 
P. Herbert. One novel you'll 
be safe in giving to anyone. 
10th Printing. $2.50 
IMPERIAL’ PALACE, by 
Arnold Bennett. The story of 
a great hotel—every corridor, 
desk and mind. One of his 
greatest novels. $2.50 
GRAND HOTEL, by Vicki 
Baum. A world success, still 
talked of, still a best-seller. $2.50 


THE WINDING LANE, by 
Philip Gibbs. A great romance, 
pointing the way out of our 
present confusion of life. $2.50 
THE LIVELY LADY, by Ken- 
neth Roberts. Men will wel- 
come it as a gift. A lusty 
romance of young America 
in the War of 1812. $2.50 
TWO PRISONERS, by Lajos 
Zilahy. A peacetime “All Quiet 
on the Western Front.” $2.50 
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INTERPRETING WORLD ECONOMICS 














1800 ahi, 


POPULATION GROWTH 


























Pictorial statistics, showing 
growth of world population, 
1800 to 1929. 


Take just a few of the things 
discussed—to give you an 
idea of the range of the 
work: 


The Gold Standard—Indus- 
trial Democracy—W orkers’ 
control—profit-sharing. 


The paradox of overproduc- 
tion and want. International 
economic warfare. 


The Rothschilds, Hetty 
Green, phenomena of 
wealth. 


Old and New shopping— 
teaching people to want 
things—complexities of the 
money idea. 


Elements of the world de- 
pression, 1930-31—Hope 
and courage as inevitable. 





H. G. WELLS Outlines All of the 


Activities of Modern Man 


HERE IS A BOOK which tells the 
whole story of how the modern world 
goes about its business, gives you a 
complete composite picture of all 
mankind today—active, working, 
making, spending, and destroying. 
It is the first book of its kind ever 
published. It is corrected up to 
October, 1931. 


Just as Mr. Wells’ Outline of His- 
tory and The Science of Life made 


THE WORK, 


possible a larger point of view on all 
history and the life of man on earth, 
this book lifts you out of your indi- 
vidual perspective, and helps to clarify 
our present confusion in the light of 


all common human experience. 


It contains the epitome of whole 
books on Russia, gold, labor, ete. 
Over 900 pages, lavishly illustrated, 
two handsome volumes, $7.50. 


Doubleday, Doran 


WEALTH 


AND HAPPINESS 
OF MANKIND 











The World’s Work Index of Business 


ORLD’S WORK index of 
WY vissies showed a further drop 

for the month of October to a 
point exactly 34 per cent below normal, 
thereby establishing a new low mark. 
The unpleasant performance is miti- 
gated by certain developments in the 
latter part of October and the first week 
in November. This period reveals a 
definite reversal of the downward trend 
apparent in the first part of the month, 
particularly in the field of financial 
activity and distribution. Among the 
encouraging changes which stand out 
are an increase in bank debits together 
with an improvement in the rate at 
which bank credit circulates. 

These two changes are significant for 
the following reasons: Every time you 
present a check for deposit or payment 
at a bank the amount of the check is 
charged against the account of the per- 
son who has drawn it. This charge is 
described by the technical term “ debit’ 
so that the total of bank debits is merely 
the total of checks drawn and charged to 
individual accounts in a community. 
Since approximately 90 per cent of all 
our transactions are settled by check, it 
may be seen that the total of such 
charges becomes an important weather 
vane of business. 

Of equal importance is the rate at 
which bank deposits circulate, an ex- 
pression which again requires some ex- 
planation. If a man makes total pay- 
ments by check during the course of a 
month amounting to $5,000 on a balance 
that averages $1,000, then every dollar 
of deposits turns over five times during 
that period. 

In the exuberant stages of business 
this rate of turnover, or velocity of 


COMPUTED 


circulation, is high. In periods of gen- 
eral business stagnation it languishes. 
The expression “ money is tight,”’ for ex- 
ample, refers to a low rate of circulation 
since people with funds refuse to part 
with them. The extremity is reached 
when a man withdraws his funds in cash 
and places them in the old woolen sock, 
thus registering a zero rate of turnover. 

It is, therefore, significant that bank 
debits and rate of deposit circulation 
both moved upward slightly during the 
latter part of October within as well as 
outside New York City. 

The month counts in its chronology 
two major events of far-reaching im- 
portance. The first in order of time, 
significance, and immediate interest is 
the decision of the Interstate Commerce 
Commission to grant in part but deny 
in substance the application of the rail- 
roads to raise their freight rates 15 per 
cent. The second occurrence which 
streaks across the horizon of business 
history is the British election, resulting 
in a Conservative landslide and bearing 
distinct promise of an early abandon- 
ment by Great Britain of its traditional 
policy of free trade. 

In this issue of World’s Work the 
reader will find a statement of the rail- 
road problem and an interpretation of 
the I.C.C. decision by Professor Ripley, 
who is at once a competent critic and 
sincere though severe friend of the car- 
riers. The decision, it will be recalled, 
grants increases on certain commodities 
which are estimated to yield between 
$100,000,000 and $125,000,000 addi- 
tional revenue. The carriers had re- 
quested $502,000,000. 

The increase granted is of minor in- 
terest compared to the conditions under 
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which it was offered, the implications of 
those conditions, and the ‘asides’ of the 
Commission, or, as the lawyers would 
term them, the obiter dicta of the regulat- 
ing body. 

Said the Commission to the carriers 
in effect, “ You may raise your rates in 
the manner and to the extent which we 
here specify, but the additional revenue 
obtained must be placed in a pot which 
we will redistribute to those carriers 
most in need.” The Commission did 
not say whether this pot was to be a 
single grand national tub or a number of 
smaller regional pots. Nor was it im- 
mediately clear that the redistribution, 
in the minds of the members, meant 
charitable donations or loans to weaker 
roads. 

The decision was hailed by the ad- 
vocates of social control as a step in the 
right direction. To the railroads it 
wore an entirely different aspect. Their 
thinking articulated along the following 
lines: ““ We asked for bread and you de- 
mand that we share still further our 
scant substance with the afflicted. You 
appeal to us on the ground of common 
interest and need for mutual codpera- 
tion. Implicitly you ring the changes 
on the old biblical injunction that we be 
our brother’s keeper. 

“That is a magnificent ideal but why 
pick on us? Why not make the strong 
banks support the weak; the prosperous 
farmers, the impecunious tillers of the 
soil; healthy industrial corporations, 
those now inscribing their records in 
red; in short, why not take from all 
those who have more and reapportion 
among those that have less. As you 
say, that may be intelligent self-help; 

(Continued on Page 65) 
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THE MARCH OF EVENTS 


EVER before has the country had to wait 
| \ until after organization to know whether its 
new Congress was Democratic or Republican. 
Both House and Senate were so evenly balanced be- 
tween the two parties that the accident of death sup- 
plemented votes in determining the final issue. A 
closely balanced Congress means one that is unre- 
sponsive to leadership. When, in addition, this evenly 
divided Congress meets during a world depression 
and on the eve of a presidental election we cannot ex- 
pect much constructive action. 

Yet, expecting little, we may be pleasantly disap- 
pointed. A time of crisis gives executive leadership a 
larger opportunity. President Hoover, sensing the 
spirit of the times, has launched a positive program. 
Both on the moratorium and credit corporation pro- 
posals he had the political wisdom to make sure of bi- 
party support. Congress, having once agreed to 


. postpone debt payments for a year, cannot well refuse 


to accept the logical consequences of that first step. 
The Executive must and will receive authority to 
reéxamine the entire debt issue in the light of that 
same “‘capacity to pay” principle which determined 
the original settlements. 

When illness does not respond to medical treatment 
quacks dangle panaceas. The disease of our body 
economic has not yet responded to treatment. Con- 
gress today is full of quack doctors eager to try out 
legislative cure-alls for farm troubles, bank failures, 
or unemployment. This is the third winter of our dis- 
content, and the pressure to try “anything for relief” 
will be hard to resist. Here public opinion must 
support the executive and the more sober legislative 
elements. We must all help defeat money-wasting 
measures which may postpone difficulties but cannot 
cure them. 

The gold standard must be supported against those 
who would revive the free-silver heresy. As Prime 
Minister Laval and his associates pointed out during 
their recent conferences in Washington, silver is too 
abundant, is too widely used in industry, and fluctu- 
ates too much in value to serve as a standard of 
value. In his October proclamation on the credit crisis 


President Hoover himself suggested changes in the 
Federal Reserve Act and the Federal Land Bank Act, 
while both House and Senate banking committees are 
recommending important changes in our banking laws. 

It behooves us to follow congressional debates this 
winter with the keenest interest. The President will 
be obliged to battle his way through the session. 
More than once he will appeal to us for-help against 
ill-considered measures that threaten to waste public 
funds or delay business recovery. A well-informed 
public opinion is essential to keep the ship of state 
on the right course. 

As a preliminary to following the day-to-day de- 
bate we urge careful study of the chart on pages 31 
to 33. Far better than could any article this chart 
presents in a graphic, interesting, and easily assimi- 
lated form the important issues that are before the 
Senate and the House. And it suggests the legisla- 
tive action that will probably result. 


New England Leads Recovery 


EVERAL times in previous depressions the 
consumer industries of New England which 
produce those universally necessary articles we 
wear upon our feet and bodies have pointed the 
way to general business improvement. Hence New 
England’s more hopeful indications this year give us 
all legitimate encouragement. For while the general 
index in the United States continued to show declining 
tendencies, in any comparison of 1931 with 1930 New 
England’s resistance level was reached early in the 
year. 

There have been fewer business failures, electric 
power production has shown an increase, wool con- 
sumption and the production of boots and shoes show 
rapid acceleration. New England was the first sec- 
tion of the country to show a decline in customs collec- 
tions and it is also the first to show an increase. This 
does not mean that New England has escaped the 
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general declines of 1931 as compared with 1930; yet 
in such items as the award of building contracts and 
life-insurance sales the percentage of decline in the 
country as a whole is from two to three times the New 
England figure. 

It is a fact that the New England area did not par- 
ticipate in the 1928-1929 boom with the rest of the 
country. Fundamental readjustments to postwar 
conditions were already started, and traditional Yan- 
kee conservatism prevented most New England 
bankers from taking what was then the easiest way. 
The solid banking structure of the Eastern states 
withstood the lure of inflation, with the result that de- 
flation has not had to go so far. The diversity of New 
England industry has also been a stabilising factor. 

Back in 1925, New Englanders already suffering de- 
flation pangs determined to find out what ailed them 
and how it could be cured. They created the New 
England Council, whose unified efforts supplied facts, 
allayed unjustified pessimism, defined problems, and 
suggested solutions. This council has set an admir- 
able example of self-help which might well be followed 
in sections heretofore too ready to cry for federal relief. 


a 


We Export People 


HE past year has witnessed a revolution in 
American immigration. We are sending out 
more people than we are bringing in. During a large 
part of 1931 seven human beings were exported from 
the United States for every three imported. In view 
of current unemployment and the fact that we still 
have to assimilate thirteen million foreign-born 
whites, this is indeed a “‘favorable balance of trade.” 
This decisive change has come without any altera- 
tion in the immigration law. It is the result of an 
administrative order issued by the President. Our 
consular representatives throughout the world were 
advised to give strict construction to that paragraph 
of the law which entitles them to refuse the consular 
visa to any person “‘liable to become a public charge.” 
In a time of general unemployment it is obvious that 
any foreigner not liberally provided with funds might 
easily become a dependant. Few visa applicants 
without well-to-do relatives in the United States are 
able to prove that they could earn their living here. 
Without such proof they are not admitted. We are 
now admitting quota and non-quota immigrants at a 
rate of less than one hundred thousand a year. Early 
last year the rate was two hundred and fifty thousand. 
Immigration is now down to less than one fourth of 
what it was a year ago, while emigration has in- 
creased. 
As a rule the bureaucratic mind hates to admit that 
a law can be interpreted in more than one way. This 
immigration experience should teach our public 
officials that administration may be more important 
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than legislation—that they can achieve concededly 
desirable results without any change in the text of the 
legislation under which they operate. Dr. Bratt, 
father of the famous Swedish liquor-control system, 
once said that one tenth of its success was due to the 
original legislation and nine tenths to intelligent 
administration. Is it possible that an executive or- 
der could produce results that would make us happier 
about our temperance laws? 


a 


Too Much Wall Street 


URING a recent period of price declines in Wall 

Street President Hoover remarked to a visitor 

that Americans have become too stock-market minded. 

He pointed out that we suffer from too close an inte- 

gration of the public mind with price movements on 

the stock exchange. Several days of falling market 
prices always launch a new wave of pessimism. 

It is natural that public interest or anxiety should 
center on the stock market when prices are unusually 
high during a boom or unusually low during a depres- 
sion; and the remarkable increase in the number of 
individuals owning stock listed on the New York Stock 
Exchange has also broadened public interest in daily 
fluctuations. One need only compare the amount of 
space which newspapers gave to financial news in 1921 
and in 1931 to realize the unprecedented importance 
which this news field has today. 

Here as elsewhere we have come to suffer from what 
President Butler of Columbia once called “‘day-to- 
dayness.” We lose perspective because of complete 
absorption in events of the moment. This is particu- 
larly true of bankers and brokers whose immediate 
concern about prices is so keen that they cannot take 
Most of them did not know or would 
not tell when prices were too high; they are equally 
reluctant to speak out forcefully now, when many 
prices are too low. 

The real lesson to be learned is that in times of ab- 
normal public psychology prices are no criterion of 
values. The stock market is an auction block upon 
which every listed stock is being offered every hour 
of the business day for whatever it may bring. Real- 
estate men always resent anyone’s quoting auction 
prices as a criterion of value. Owners of stocks and 
bonds should also remember that a daily forced auction 
sale, with an insolvent world dumping on the New 
York market, does not tell what securities are worth. 

Less attention to market prices and more atten- 
tion to long-time earning power and to company 
condition is desirable at all times. With immediate 
income dependent on this “‘day-to-dayness” of the 
public mind, brokers refuse to take the long view. 
They will have themselves to blame if public resent- 
ment over losses should result in unnecessary and 
harmful restrictive legislation. 


the long view. 














THE MARCH 


America and the League 


HATEVER may be the future relations between 

the League of Nations and the United States, 
1931 has witnessed an important precedent in codpera- 
tion. An official representative of this country has 
participated in the work of the League Council. He 
had no vote but took part in debate and proffered the 
We thus de- 
monstrated to the world our sympathy with League 
efforts to preserve peace between China and Japan. 

Our action was both sensible and logical. We have 
joined with League members in a treaty which re- 
nounces war as an instrument of national policy. The 
validity of that treaty was threatened by military 
demonstrations in Manchuria. 

The League Council, representing practically all 
the powers which have signed our anti-war pact, was 
in session at Geneva when the Manchurian crisis first 
reached its acute stage. Instead of acting independ- 
ently, as in last year’s Russo-Chinese conflict over the 
Chinese Eastern Railway, Secretary Stimson lent 
moral support to the Council’s peace efforts, first by 
diplomatic notes and then, in response to the Council’s 
invitation, by supplementing the agreed exchange of 
written information with the presence of an American 
delegate. It was definitely understood that we would 
not participate in any action the Council might recom- 
mend to the League members under the Covenant. 
We did participate, as was proper, in persuasive action 
under the anti-war pact. 

In peace efforts world unity is all-important. 
Having long taken part officially and unofficially in 
the League’s manifold social and humanitarian activi- 
ties, it would have been at once foolish and timid to 
refuse effective codperation on behalf of peace. As the 
result of our codperation in Geneva the anti-war pact 
has acquired added importance. It is now something 
more than the “‘pious gesture” it was called during the 
Senate debate. If the League’s prestige as a peace 
agent has also been enhanced, so much the better. 
Ours is a peace policy and we always welcome its 
promotion. Every American, be he for or against 
our membership in the League, must rejoice whenever 
the Geneva organization justifies the great hopes with 
which it was founded. 


advice of the American government. 


Teaching via Radio 


OR ten years we have talked about radio’s re- 

markable teaching opportunities. Each one of 
the twelve million American homes equipped with 
radios could be turned into a classroom seryed by our 
ablest teachers. Yet nothing is done about it. - Each 
year the number of broadcast stations operated by 
educational institutions decreases. The Radio Com- 
mission refuses to grant them better wave lengths, 
more hours, or greater power because their programs 
are not popular. The commissioners tell the truth 
when they say that American radio listeners wish to 
be entertained. Educators demand sound instruction 
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and refuse to emphasize mere entertainment values. 
Commercial stations have now monopolized most of 
the four hundred units available for broadcasting, 
leaving only twenty-three for educational broadcast- 
The National Committee on Education by 


Radio is asking Congress to compel the Radio Com- 


ers. 


mission to set aside 15 per cent of all broadcast facili- 
ties for purely educational purposes. 

Congress is not likely to compel the Commission to 
do something for which there is no popular demand. 
A better way to help radio education is to endow it. 
Every other kind of education is endowed, and educa- 
tion through radio cannot develop successfully without 
financial help. 

Where is the philanthropist who will make himself 
immortal by endowing the first university of the air? 
A 50,000-watt broadcasting station would cost only 
$350,000 and it could be operated for $300,000 a year. 
The Radio Commission would surely grant facilities to 
a well-sponsored educational project. We will never 
have an acceptable test of radio as an instrument of 
sound education until we create a superpower station, 
free from all commercial ties, to conduct well-organized 
experiments in this new field. 


When Figures Lie 
REVARICATORS of pessimism are abroad in 


the land. They quote wholly inaccurate esti- 
mates on such negative factors as bankruptcies 
or unemployment without realizing or caring what 
damage they do. We who hear or read them should 
remind ourselves of the homely truth that figures don’t 
lie but liars often figure. Not without reason is it 
said that there are lies, damned lies, and statistics. 

There is a perverse streak in human nature which 
makes some writers and speakers take diabolic glee in 
predicting the worst. This may be done thought- 
lessly or unconsciously. During the recent campaign 
for unemployment relief some speakers presented a 
much exaggerated picture of impending human suffer- 
ing. They cited the wildest figures to frighten listen- 
ers into contributing relief, just as Liberty Loan 
campaigners told atrocity stories to sell bonds. The 
cause they served was good, but the means they em- 
ployed impeded business recovery. No one today sug- 
gests a return to the futile optimism of 1929. But too 
many have now gone into reverse gear. They pounce 
upon anybody’s say-so and present unfounded esti- 
mates as proof of the world’s unhappy state. 

William James, the American philosopher, ex- 
pounded the happy truth that we live in a melioristic 
universe. But he also reminds us that the world can 
only remain in this better-growing state if each one 
of us gives his little push in the right direction. The 
least we can do is to be sure of our facts when we 
emphasize negatives. 
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affairs could have induced an august commis- 

sion of eleven men at Washington within four 
months to take 11,719 pages of testimony, and 1,048 
exhibits, emanating from 656 witnesses on the stand. 
At the time we thought the truckload of evidence in 
the Railroad Consolidation Case ten years ago was top- 
notch in bulk; this one bids fair to exceed it. 

The issue is simple but vital. The rail carriers of 
the United States as a body were applying for a 
$500,000,000 increase in freight rates in order to avert 
widespread bankruptcy. The predicament was cumu- 
lative. On top of an unprecedented industrial de- 
pression had come persistent and devastating com- 
petition from buses and trucks, waterways, highways, 
airways, pipe lines, and electric transmission wires. 
The industry was being thoroughly shot to pieces. 
It was veritably shell-shocked. 

Never before has a railroad case dug down so deep 
into the vitals of popular interest. Many cases before 
meant perhaps more or less ample dividends to stock- 
holders upon their investment. But this emergency 
reaches clear down into the senior securities of the 
railroad system of the country asa whole. Insolvency 
would mean the cessation of interest on a vast amount 
of bonds. The cut in revenue, in other words, due to 
the disappearance of three out of every ten carloads of 
freight within a couple of years—with even more 
serious damage to passenger income—placed even the 
bondholders’ return in jeopardy. 

Nobody knows how many million persons own these 
bonds. Unlike stocks, they are seldom registered by. 
name. But such securities form the back-log reserves 
of life-insurance companies, savings banks, charitable 
organizations, and private estates. They constitute a 
goodly share of the temporary carry-over investments 


N se short of a veritable crisis in railroad 






Rubber tires—on buses, trucks, and passen- 
ger cars—have played a large part in wrest- 
ing business away from the rails. In the 
matter of freight, trucking concerns claim 
the boon of cheaper rates; railroads cry 
‘*Hidden subsidies!” And the fight goes on. 





The why of the Commission’s disposal of the rate petition, the jus- 
tice of it, the need for its acceptance by the roads, and the declara- 
tion that the Commission’s next province, in all probability, will be 
the supervision of dividend payments 


of banks, big and little, throughout the land. One 
instance will serve as an illustration. Railroad bonds 
now legal in New York state for savings banks and 
trustees amount to $7,562,000,000. Over three quar- 
ters of the above total, as it appeared in this case, is in 
danger of being stricken from the legal savings-bank 
list. For the law restricts such bondholding to com- 
panies earning at least one and one-half times the fixed 
charges of the companies five years in six. This ex- 
ample is entirely typical for the United States. 

A vast horde of people, more than commonly de- 
pendent upon this income, would be impoverished by 
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Steaming iron ore at Proc- 
tor, Minnesota. In its 
counter proposal the I. C. C. 
suggested a jump of three 
dollars a carlot for iron ore, 
coal, coke, gravel, sand, 
stone, and other minerals. 


disaster to the railroads. Almost everybody is af- 
fected one way or the other: consumers who ultimately 
pay the freight; railroad employees and their families, 
several millions of them; to say nothing of those in- 
vestors who have a stake in railroad stocks. The 
ramifications of bondholding interest have already 
been set forth. 

The Commission has spoken. There is some disap- 
pointment that not all the increases requested have 
been granted. Obviously, they could not be. For to 
grant some of them would but have served still more to 
drive traffic into competing channels. The important 
point is not the amount of the relief, but the manner in 
which it is granted. This is at once novel, revolution- 
ary, and, to the carriers at first blush, disquieting. 
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Unless they accept it by December first, all the pre- 
scribed relief goes by the board. 

The novelty lies in the fact that the proceeds of the 
rate increases are not to be retained by the roads which 
collect them from shippers; but that such revenues are 
“earmarked” as emergency relief. They are then 
turned into a pool. From this pool, thereafter, the 
moneys are then to be devoted to those necessitous 
carriers which otherwise would be in default of interest 
upon their bonds. There is a plain reason for this 
procedure. The Biblical rendering, in popular par- 
lance, ‘Them as hez gits,” is entirely applicable. The 
roads in trouble lack tonnage. Increased rates on no 
tonnage would profit them not at all. Useless that 
the strong, solvent roads should get most of the pro- 
ceeds, while those in distress went with empty hands. 
The purpose of the pooling is to put the new moneys 
where they will do the most good—to reéstablish the 
credit of the industry as a whole, by resuscitation of 
the submerged tenth. 

It is this pooling provision which the railroad execu- 
tives and Wall Street find objectionable. Some ad- 
vise that all such relief be rejected out of hand. What 
a surprising turn-about! Way back in 1887 the roads 
pooled so outrageously that the practice had to be 
forbidden by law. Among the first decisions under the 
Sherman Act was condemnation of such arrangements 
among the trunk lines and in the West. Not a few of 
us have contended that the principle was sound and 
deserving. And finally, in 1920, permission to pool 
was once more accorded by law, with the proviso that 
all details should be subject to approval by the Inter- 
state Commerce Commission. And now, in 193], 
we have the Commission itself imposing a pool as a 
condition of increased rates in a capital emergency. 

First, flat governmental proscription; then tolerance 
under strict supervision; and now downright insistence 
by the government, against vehement protest of the 
roads. A strange sequence of events, indeed! 


Steel rails still remain the most vital factor 
in the country’s transportation network. 
Beset on all sides by increasing competition, 
however, the railroads have seen their in- 
come dwindle to the point where an imme- 
diate S O S to the I. C. C. seemed justified. 
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The purpose of the pool is to insure “an adequate 
transportation system for the country in proportion to 
the burden imposed on the public.” All hands are to 
turn to and contribute to the pot, to the end that this 
fund shall uphold the credit of the weaker roads. The 
opinion itself is curiously indefinite as to whether these 
grants in aid shall be outright gifts or a loan. This is 
a detail which must be ironed out in conference. The 
railroad presidents are willing to loan their increased 
revenues; but they stand out against the institution of 
a “corporate dole.” The Commission apparently 
assumed that these grants should be gifts, justified on 
the ground of a common interest in general solvency. 
Practically, most of the strong roads are in the East; 
but with the exception of the Milwaukee (Panama 
Canal devastation) and the Illinois Central (govern- 
ment barges on the Mississippi), most of these weaker 
roads are located in the West and South. Thus geo- 
graphical sectionalism creeps in. This difference of 
opinion—gifts or loans—will doubtless resolve itself. 
There is much to be said on either side. With a will to 
agree, a compromise will probably be effected. But 
the means to the desired end is 
none the less revolutionary in 
either event. 

The affirmance in this official ut- 
terance of the solidarity of the in- 
dustry, not in parts, but as a whole, 
is the milk of the coconut. At last 
we have a recognition of the fact 
that in face of a common danger 
the strong and the weak must 
stand shoulder to shoulder; else 
will the collapse of weaklings drag 
down the strong. However true 
in general, this tenet is peculiarly 
applicable to that psychological 
phenomenon in panic times called 
credit. Long ago did the banks 
discover this. The recent Hoover 
money pool is but a reaffirmation 
of an accepted practice. 


The Remedy ? 


If true of commercial credit, why 
is it not also true as applied to an 
industry? A number of such pro- 
posals are now under consideration, 
not only with respect to natural resources like coal, oil, 
and copper but also in the field of manufactures. Within 
a few days André Citroén, French automobile magnate, 
suggested such a project for an international world 
cartel among automobile manufacturers. The oil 
industry, it is averred, should levy an additional cent 
a gallon for gasoline upon the public, in order to devote 
such proceeds to upholding the less prosperous com- 
panies. The manufacture of shoes, tires, textiles, and 
sugar, it is said, might be suitable to such stabilizing 
treatment. Never mind in these instances what the 
effect would be upon perpetuating the weak sisters! 
This objection is not applicable to railroads, inasmuch 
as they are affected—some say afflicted—with a public 
interest as common carriers. This condition subjects 
them to governmental supervision as to being, as to 
continuing, and as to not being. 


William Rittase 
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But, public or private as the industry may be, the 
point is that all the members stand or fall together. 
The strength of a chain is its weakest link. In this 
instance, confronting a common danger the Santa Fe, 
the Pennsylvania, and the Atlantic Coast Line alike 
must reckon with the sentimental effect upon their 
own outstanding securities of the bankruptcy and re- 
ceivership of more weak railroads probably than suc- 
cumbed even in the depression of 1893-97. More is 
now known about the intricacies of panic phenomena 
than at that time. The Commission in this instance 
has shown itself thoroughly up-to-date in its applica- 
tion of a remedy. 

The lifelong curse of the railroad business has been 
its lack of a common consciousness—not to mention a 
common conscience. Too rarely have its members 
ever made common cause. Seldom, indeed, have they 
ever pulled all together. It was because each cared 
only for himself, with the devil—or shall we say the 
public?—taking the hindmost, that they had to be 
taken over as a body during the World War. And 
even then, with all immediate incentive to cutthroat 
rivalry removed, the Federal Rail- 
road Administration overcame only 
with the utmost difficulty the jeal- 
ousies, distrust, and active conflict 
between whilom or remotely pros- 
pective competitors. 

I have in mind a perfect example. 
The failure really to consolidate all 
the terminals in and about Akron, 
Ohio, in 1918 called for the con- 
struction of a forty-foot switch to 
connect the main lines of two great 
systems at a strategic point. In ab- 
sence of such connection, all the 
traffic of one had to encircle the 
city for miles over its own rails in 
order to serve the shippers. The 
connecting line was built. It was 
at the peak-load of the war. A 
month after completion, this switch 
was still spiked because of the age- 
old competitive exclusiveness of two 
railroad executives. Only by threat 
of instant decapitation, was the fed- 
eral director enabled at last to op- 
erate the terminals as only joint 
terminals can be effectively worked. 

Such rivalries and jealousies seem ineradicable. 
Despite the recent failing revenues out in the fruit 
regions near the Ozarks, all of the customary straw- 
berry shipments of an important line suddenly dried 
up. Upon investigation it turned out that a rival 
road was not making too close an examination of the 
claims submitted for fruit damaged in shipment. It 
was a clear case of concealed rebate. It stopped at 
once, of course, under threat of exposure at Washing- 
ton. Such examples of a willingness to filch traffic, 
quite regardless of cost, calls for unceasing administra- 
tive vigilance. 

Another manifestation of a lack of morale is the dis- 
inclination openly to maintain compensatory rates on 
business. The notorious instances of the Minneapolis 
& St. Louis and of the Kansas City Southern not so 
long ago to maintain existing schedules by filing lower 
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rates against the common opinion of their confreres, 
in order to gain a temporary advantage, are other 
cases in point. 

Even the four-party trunk-line arrangement finally 
triumphed only after the most desperate attempts 
of bankers and promoters to scuttle it for per- 
sonal advantage. Such transactions as the un- 
derhanded sale of the Wabash and the Lehigh Val- 
ley are further disquieting reminders of the persistence 
of a piratical individualism. 

The need of the time is for codperative and construc- 
tive endeavor for the sake of the common good. That 
this order of the Interstate Commerce Commission 
seeks to bring about such joint endeavor toward 
resuscitation of railroad credit is an amazingly hopeful 
sign for the future. 


Directors in Name Only? 


The acceptance of this more liberal policy as respects 
earnings by the Commission may well, however, turn 
out to have an unsuspected “kick” in it. Viewing 
the matter broadly, the government, little by little, 
has taken over most of the powers of railroad manage- 
ment formerly exercised by boards of directors. First 
the form and substance of accounts was prescribed; 
then the conditions and amounts of all financing; many 
details of operation (safety, provision of equipment, 
car supply, and the like); new construction or aban- 
donment of mileage; merger or sale of other companies 
—all this, of course, on top of complete control of all 
rates charged for service. By and large, about the 
only powers now inherent in a railroad board of direc- 
tors are the choice of personnel—selection of execu- 
tives, and so on—and the policy respecting dividend 
payment and upkeep of the property. Properties 
may still be skinned or plumped up at will. The 
dividend policy may be niggardly, normal, or profuse. 
The only legal requirement is that everything shall be 
openly disclosed in the ac- 
counts, as officially filed. 
But a free hand as respects 
dividends as against con- 
servation of the corporate 
estate subsists. 

But note, now, what 
happens, when once the 
regulating authority em- 
barks upon a scheme of 
compensation intended to 
smooth out the curve of 
fair compensation over 
long periods of time. 
Heretofore the Interstate 
Commerce Commission 
has been content to con- 
sider the adequacy of 
rates, as of the particular period covered by the ap- 
plication. But if it adopts this larger responsibility 
of insuring provision through good times and bad, 
must it not inevitably invade this last stronghold of 
directorial responsibility? 

Not that I welcome this innovation! Nor, prob- 
ably, will the Commission. But what else can it do? 
Must it not undertake to dictate the terms of dividend 
policy and of maintenance as well? Shall directorates, 
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without let or hindrance, be prodigal or frugal at their 
own sweet will? With a given income, they may now 
devote a large share of these revenues to upbuilding 
their property, letting the shareholders whistle for 
dividends. Or, contrariwise—and that in my opinion 
is a major defect of the British industrial situation— 
they may mortgage the future, preferring to eat their 
cake here and now. The Atchison road has been at 
times rather severely criticized for its conservatism in 
this regard; at the other 
extreme, one might men- 
tion companies which 
have declared dividends 
when “‘those in the know” 
were well aware that the 
money should have been 
laid out instead in ties, 
rails and equipment, and 
terminals. 

In this instant crisis, 
the embarrassed roads 
are to be carried on the 
shoulders of the strong 
companies through the 
pooling provision already 
described. The broad 
sectionalism of so doing 
is as pronounced as it is 
in respect of federal in- 
come taxes. Can the Commission, witnessing such 
facts, and avowedly assuming full responsibility for 
meeting the emergency, continue to leave this last 
domain of private initiative inviolate? I venture to 
register a doubt about it. 


IT 


When hard pressed by force of circumstance men, 
corporations, and, indeed, nations do well to take care- 
ful stock of their blessings, rather than to tally up 
on their woes. This is what I propose to do next. 

The first heartening feature is that this recent rate 
decision sturdily applies, for the first time, the under- 
lying principle of the Transportation Act of 1920. This 
statute has been aptly termed the first really construc- 
tive federal railroad law ever enacted. It guarantees 
in terms a fair rate of return upon the capital invested 
in the business. The Supreme Court of the United 
States in the Dayton—Goose Creek Railway case put 
it thus: “‘The new act seeks affirmatively to build up 
a system of railways prepared to handle promptly all 
the interstate traffic of the country. It aims to give 
the owners of the railways an opportunity to earn 
enough to maintain their properties and equipment, 
in such a state of efficiency that they can carry well 
this burden. It puts the railroad systems of 
the country more completely than ever under the 
fostering guardianship and control of the Commis- 
sion. 

And this, now, is what the Commission itself says 
about it: “ We agree that our duty . . was changed 
by Congress in the Act of 1920. We agree 
that there was then introduced into the law a new ele- 
ment of protection for the carriers in the public interest 
—a protection, practically, of the credit essential to the 
preservation of an adequate national system of trans- 
portation.” 





William Rittase 






























But the gist of this recent rate decision is not in its 
reaffirmation of this governmental obligation. It 
consists in the evidence that at last this Commission 
is about ready to live up to it. Repeatedly, since 
1920, the administration of this law has been niggardly 
and grudging. A bare living even in the best of times 
has never once been granted, to say nothing of laying 
up reserves—fattening the corporate camel’s hump— 
against dry years ahead. The inherent soundness of 
the public policy laid down for the American Tele- 
phone Company years ago by President Vail is vir- 
tually conceded. Commissioner Eastman in a letter 
to Senator Couzens of January 21, 1931, acknowledges 
the untenability of a policy which “would lower freight 
rates in times of general prosperity, when traffic moves 
freely, and raise them in times of financial depression, 
when little traffic moves.” 

The present partial denial of petitioned increases is 
immaterial, in face of this presage of a brighter and 
more generous future under governmental regulation, 
when the industrial sun shall shine once more for all. 

The second potential railroad blessing to note is the 
growing appreciation on the part of the carriers that 
the best way to win tonnage back from the bus and the 
truck, especially the bulky and the long-haul business, 
is to deserve it. Railroads are in a position to give 
expedition, safety, and certainty of delivery far ahead 
of anything which the highways can afford. Take, 
for example, overnight delivery from New England 
by the New Haven-Pennsylvania outfit to points 
south of Philadelphia. Such expedited freight costs 
money; but it affords a convenience not conceivably 
attainable upon macadam, especially through the con- 
gestion of traffic about New York. Real comfort for 
passengers; conditioned, dustless, sanitary ventila- 
tion—to say nothing of speed, may be relied upon 
with certainty to hold and even to re-create a vol- 
ume of business which seemed to be lost forever. 
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The Commission agrees that railroads 
should charge more to transport copper 
ingots—at least until March 31, 1933, 
when the whole question of rates would 
be taken up again. But its proposal that 
added revenues be pooled is most dis- 
tasteful to the bigger roads in the group. 


The record of accomplishment along such lines dur- 
ing the past decade is almost unbelievable. The sum 
of $5,883,000,000 has been put into additions and 
betterments: plenty of equipment, high-powered 
locomotives, heavier rails, stronger bridges, far better 
terminals. Within the ten years following 1920 
freight-train speed has been increased more than one 
third and the average performance by approximately 
one half. There has been an economy in fuel con- 
sumption of almost one third in freight service. Claims 
for loss and damage, thus measuring care and safety, 
are less than half of what they were; and the amount 
paid for such loss and damage to freight is only about 
one quarter of what it was. Unsettled claims (which, 
by the way, amounted to stupendous sums under 
federal operation during the war) have been reduced 
by three fourths. Never before in our history have 
the railroads been in better shape to render service. 
With resumption of prosperity and its encouragement 
to still better performance, competitive transportation 
agencies must step lively to keep even. 


More Laws in the Offing 


Comfort, also, inheres in the probable trend of 
events upon the highways. There is evidence that a 
good bit of this truck business, if wear and tear be 
included, is really being done at a loss. So new are 
these vehicles that their life is not yet fully ascer- 
tained. Too many “fly-by-nights” are buying on the 
installment plan, and going broke at sight of the first 
general overhauling. And state legislatures—voices 
of the people—are beginning to be heard. While 
waiting over at a little junction in the South last sum- 
mer I happened to gain an inkling of an aroused public 
opinion by a chat with the station master. So much 
business had been drained away by trucks at this small 
town—one of a million—that several local railroad 
employees had been laid off. They got busy. A 
little mass meeting was held. All the merchants 
agreed to abandon the trucks and to go back to their 
old friend the railroad, provided it step lively and treat 
them fairly. Local feeling was accentuated, as it 
seemed, by a petty detail—the through buses had re- 
fused to let the populace park about their stations. 
As a result, the next day eighty tons more of way 
freight was shipped out by rail. 

And now, in the decision under comment, the Com- 
mission adds its voice to the chorus of protest before 
state legislatures to the effect that all hands, state and 
federal, should subject this highway competition to 
the same sort of regulation which is applied to carriers 
by rail. Nor should the matter stop there! Pipe 
lines for petroleum and its products have no more right 
to interstate transport of property which they own 
than have the steam carriers. Railroads have long 
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Hemp being shifted from ship to rails at 
Boston. A straight 15 per cent increase 
in freight rates, rail chiefs figured, would 
add half a billion dollars to their coffers; 
the Interstate Commerce Commission 
concessions would enable them to collect 
only one fourth of the hoped-for amount. 


been forbidden by the Commodity Clause to do so. 
What is sauce for the goose should be sauce for the 
gander. I confidently expect that there will shortly 
be enacted legislation all along the line, which shall 
place each and every agency of transportation upon a 
complete parity as common carriers under the law. 

Then there are the waterways, from the Panama 
Canal to the IIlinois-Mississippi project and the Tus- 
caloosa Inlet. What of them? All is not lost even 
here. The indiscriminate pean for canal construction 
and river improvement, designed to create little sea- 
ports throughout the Middle West, must give way to 
calmer and wiser economic judgment. The burden 
of taxation, state and federal, has mounted to such an 
aggregate that the people are bound to demand greater 
discernment in the spending of such moneys. Well 
enough, if you please, to develop the Mississippi, the 
Ohio, and the Great Lakes. But to pour money with- 
out let or hindrance into lesser streams or canals must 
come to be seen as an economic absurdity. I recall 
that years ago, in a long-and-short haul case in the 
South, evidence was adduced that steamboat competi- 
tion was possible only at high water, but that “it was 
at all times encumbered by overhanging trees.” 

Millions of dollars spent to open up such water 
courses by wholesale spending of the taxpayers’ money 
cheapen transportation, of course, if no return is 
charged or expected upon the cost of the right-of-way. 
Mere out-of-pocket operating expenses may thus be 
made so low as to put the competing railroads out of 
business. That is happening today with the govern- 
ment barge lines, operated by United States army 
engineers, forcing the Illinois Central, for example— 
one of the finest railroads in the world—to break 
an uninterrupted record of regular dividends paid since 
1852. The climax of this absurdity recently appeared 
in the offer of the army boats to haul private barges for 
nothing. But President Hoover, at last pursuant to 
his belief in keeping the government out of business, 
has put an end to this economic farce. 

What passes my understanding, however, is why the 
owners and executives of the great railroad properties 
of the United States cannot forget or sink their differ- 
ences and present a united front to the public in this 
matter. Such education of public opinion must as- 
suredly come before long. 


A Dream Coming True 


Almost more hopeful than anything else, potentially, 
is the bearing of these recent events upon railroad 
consolidation. This, as a remedy for all sorts of rail- 
road ills, has been my hobby for more than a decade. 
I made an early presentation of it, in fact, in World’s 
Work a little over a year ago [October, 1930]. And 
now, after long waiting, the dream seems to be coming 
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true. All that is needed for the creation of four great 
railroad systems in trunk-line territory is the official 
O.K. from Washington. Efficiency and economy will 
be enormously promoted by unification of all the mile- 
age east of Chicago and north of Mason and Dixon’s 
Line into four great systems. But this achievement, 
almost consummated, is the fruit of conviction among 
the finest executive brains in the world that such con- 
solidation is the only true way out. A stupendous 
experiment seems about to be undertaken, compre- 
hending more than half of the railroad transportation 
business of the United States. 

An evident conviction at last on the part of the 
Interstate Commerce Commission that consolidation 
is, under the circumstances, not only expedient but in- 
evitable, if the railroads are to hold their place in the 
economic scheme of things, is one of the most signifi- 
cant and encouraging things in sight. Some pivotal 
members of the Commission, heretofore lukewarm in 
this regard, seem to be changing their views. In the 
public letter of Commissioner Eastman, above noted 
in another connection, to the chairman of the com- 
mittee on interstate commerce of the United States 
Senate, he observes that “differences in earnings be- 
tween individual carriers seem likely to be materially 
lessened by the gradual progress of unification.” 

Reference has already been made to the difference 
of opinion between the railway chiefs and the Com- 
mission as to whether the proceeds of the recent rate 
increases shall be paid over absolutely or merely loaned 
to the necessitous roads. No such contention might 
occur under consolidation. Through merger of the 
weak and strong an equalization of earning power 
among a few big competitors would assuredly be 
brought about. The Baltimore & Ohio has recently 
taken over control of the Chicago & Alton as a link 
in extension to the Southwest. The Alton is one of the 
weaker railroad sisters now not nearly earning its fixed 
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charges. The Baltimore & Ohio in normal times is a 
first-class property and will be far stronger when pres- 
ent consolidation plans are brought to fruition. 
There will then, under true unification, be no dilemma 
as between lending or paying outright by the parent 
road to the subsidiary to keep the latter alive. The 
weak and the strong will then be tied in so indissolubly 
that the surplus strength of the one shall automatically 
hold the head of the other above water. And so it 
would be all along down the line. 

There is not the slightest doubt in my mind that the 
existing crisis in railroad affairs has given an entirely 
new impetus to railroad consolidation. One may 
even dream of the possibility that, if necessary as the 
price of survival, Congress may be induced to make 
unification under governmental direction compulsory. 
I know of a case where careful examination by expert 
engineers discloses direct economies of more than two 
million dollars annually through merger of two con- 
necting roads. But even this is only half the story. 
It is estimated that upward of one million car-miles of 
transportation would in this event be saved each year. 
This again—the reduction of round-about and circui- 
tous routing of freight—has been a favorite lay and 
rondo of mine for years. Couple such social economy 
as this with the introduction of those other expeditions 
in operation above described, and a noteworthy im- 
petus would necessarily be given by widespread uni- 
fication to the entire industry. 

But the greatest possible operating economy remains 
for consideration. What about wages? Everybody 
in the business is thinking about it. No one dares a 
whisper, except behind closed doors. Dividends have 
been cut all along the line. Salaries have been sub- 
stantially reduced. The extreme precariousness of the 
situation as respects investments on the part of savings 
banks and insurance companies has already been 
pointed out. Even with all possible economies and 
with such increases of revenue as the Commission has 
seen fit to grant, further substantial aid must some- 
where be had. Every industrial depression on record— 
almost universally the result of speculative inflation— 
has resolved itself only through a painful process of 
readjustment downward. The cost of living has 
already dropped in general very substantially. Whole- 
sale prices, down by about a third since last summer, 
are now almost back to the 1913 plane. Wages in 
general have also come down all along the line— 
let us hope temporarily—as a stimulus to revival. 


Why Discriminate? 


Shall railroad pay remain untouched, as a butte on 
the economic landscape? A question of the utmost 
gravity, it is peculiarly significant because these car- 
riers are the largest single purchasers of goods in the 
country. The release of their buying power, there- 
fore, will do more in itself than almost anything else 
to start the wheels of prosperity going. It is more 
than a matter germane to the railroads themselves; 
it becomes a matter of prime national importance. 

In 1916 it was my good fortune to have a hand, 
under the Federal Eight Hour Commission, in the 
nation-wide introduction of the basic eight-hour day 
in place of ten hours for the trainmen. That meant 


some weeks spent in the cabs and cabooses, in every 
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type of service (except circus trains, as it happened), 
consorting with everybody on the line, about the 
roundhouses, in the Y. M. C. A.’s. Never have I 
been more impressed by the character and intelligence 
of a body of working men, in a lifelong experience of 
such contacts. Many employees—white-collar work- 
ers and station hands especially—were found to be 
grievously underpaid at the inception of federal opera- 
tion. But all along the line justice was then done in 
full measure. Consonant with the peak of wartime 
cost of living, making due allowance for the fall of 
prices since then, upon the basis of the last general 
wage increase in 1927, these employees by and large 
are now somewhat better off than even at the crest in 


1919. 


Hope For the Future 


These facts are so indubitable that one cannot but 
hope for readjustment (not horizontal reduction), 
not only to bring the wage scale into line with the cost 
of living but also to work out a more equitable dis- 
tribution as among the men themselves. There are 
too many exceptionally good runs, which, as a local 
chairman recently described to me, “it takes whiskers 
to get.”” Here isa wonderful opportunity for econom- 
ic statesmanship, presenting itself to the leaders of 
this great army of railroad employees. These chiefs, 
and the rank and file too, well know how acute is the 
competition from all sides threatening the vitality of 
the industry from which they draw their livelihood. 
An alleviation, if worth while, should be immediate— 
not final, necessarily, but it should take effect with- 
out delay. There is no time to waste upon protracted 
formalities. 

I have faith to believe that these men will be found 
ultimately responsive to suggestions for cutting cor- 
ners and snipping administrative red tape. Public 
opinion will not tolerate an exception to the general 
trend of economic events solely in their favor. The 
matter is one of common-sense business judgment; 
and these men are nothing if not practically minded. 

The failure of railroad men and bankers clearly to 
foresee the oncoming of this railroad emergency is a 
surprising feature of the whole incident. The general- 
depression part of it is inseparable, of course, from that 
of the fate of the country as a whole; but the ‘‘sudden 
awakening” to the menacing advent of trucks, barges, 
pipe lines, and electric wires is specifically noted by the 
Commission. It happened to be in my way, among 
the first, to predict the crisis over a year ago, in the 
World’s Work article before referred to. Still taking a 
long look ahead, it is a satisfaction to join with this 
body in a prophecy that the danger is now by way of 
abatement. 

The Commission puts it thus: “Something should be 
said of the railroad future and what can be done in a 
more enduring way to protect and stabilize it. The 
railroads now furnish the backbone, and, for that 
matter, most of the other vital bones, of the trans- 
portation system of the country; and we believe this 
will be the situation for a long time to come. We 
are not impressed with the thought that they are 
doomed, in anything like the near future, to go the 
way of the stagecoach and the canal.” Such an 
opinion puts a capstone on our hopes. 
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The dramatic prologue to the original freight-rate petition. The 


politics, the personalities, and the words behind closed doors that 


. preceded the proposal throw light on the coolness with which rail 


executives received the I. C. C. reply. 


Scene: The Frenchified Ballroom of the Blackstone in 
Chicago. 
Time: Early May, 1931. 

ICHARD AISHTON, the veteran chairman of 
the Association of Railway Executives, stood 
on a dais and surveyed forty leaders of Amer- 

ican railroading ranged on rows of gilt chairs. Peering 
over his spectacles, he waited until silence showed 
complete attention. Then he spoke deliberately: 

“Gentlemen,” he asked, “are you ready to have 
me put this resolution? Are you all through discuss- 
ing it? This is a very important matter, and dis- 
cussion should not be closed while there is anything 
to be said. Are you ready?” 

“Question!”” came from the direction of Patrick 
Crowley, president of the New York Central. 

Thereupon the executives authorized the first step 
in a move to restore a portion of the amount pared 
from freight rates in seven years of continuous reduc- 
tions. It was a momentous action, made possible by 
months of well-planned and not uninteresting effort. 


The Railroads’ Plight 


Earlier in the year discerning executives, satisfied 
that their revenues were contracting to a dangerous 
point, had resolved to unite their industry against the 
emergency. This, they knew, might prove difficult: 
because the Association of Railway Executives had 
long had difficulty in agreeing on anything. 

It was true the railroads had achieved unity some 
ten years before. Under the shepherding of T. De 
Witt Cuyler, a director of several lines, an official of 
none, but beloved of bankers, the association had 
retrieved the railroads from the clapperclaws of gov- 
ernment control; and, as an unpleasant feeling per- 
sisted that what Congress had done once it might do 
again, its members had put more than one million 
dollars into Mr. Cuyler’s hat for expenditure on adver- 
tisements stressing the frailties of public ownership. 
Mr. Cuyler also succeeded in marshaling his flock into 
a thin—sometimes extremely thin—line of defense 
against the aggressions of organized labor. 

As these dangers disappeared in the warmth of 
postwar inflation, decoherence commenced. To this 


A hitherto untold story 


tendency Mr. Cuyler brought stern opposition. 
Carrying the flag afield, he one day denounced govern- 
ment control to the chamber of commerce at Roches- 
ter, N. Y. The following morning a porter entered his 
private car as it entered the Broad Street Station in 
Philadelphia and found him dead from apoplexy. 

With Mr. Cuyler’s influence gone, the association 
declined in prestige. Quickly such important sub- 
jects as rates and labor disputes were ruled out of 
debate. An era of rugged individuality followed, in 
which owners of motor vehicles, operating without 
regulation or else not infrequently ignoring it, made 
serious inroads into railroad traffic; but the association 
met regularly. 

At the beginning of the depression the Association 
of Railway Executives was like the Holy Roman 
Empire—great in tradition, limited in power. It re- 
quired an extraordinary situation like the present one 
to interrupt its majestic hibernation; and, late in 
1930, the association rubbed its eyes and issued a 
memorable but belated demand for equality of oppor- 
tunity and regulation between the railroads and com- 
petitive forms of transportation. 

Promulgation of this magna charta came, like most 
changes in railroad policy, too late to be of immediate 
good. By the beginning of 1931 it was apparent that 
the railroads were not only in a bad way but on the 
way to worse. The association convened at the Bilt- 
more Hotel in New York last January. Knowing that 
they were confronted with a serious problem, the 
presidents were in thoughtful mood; also, for once, 
they were in general accord—all agreed that business 
was on the fritz. 

But, while it was obvious that business was poor, 
most of the executives seemed to feel that, if condi- 
tions did not become more acute, they could worry 
through without adopting any drastic curatives. A 
group of the more analytical executives then took up 
the argument by inquiring what could be done in the 
event that the slump should intensify. 

To offset a decline in revenues, railroads may curtail 
expenses, omit interest payments, or reduce wages. 
Little can be done about taxes. At the time of the 
January meeting, the railroads had reduced expenses 
to a point where any further steps in that direction 
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Left—R. H. Aishton, 
committee chairman of the Associ- 
ation of Railway Executives, pre- 
sided at the historic rates dis- 
cussion held last May. Then: 
“Are you ready?” 
“Question!” was the prompt reply. 
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executive Center—General Counsel Alfred 
P. Thom of the A. R. E. listened 
attentively as Daniel Willard, 
president of the B. & O., opened 
the discussion. His remarks were 
interspersed with “I am tolds,” 
but he knew whereof he spoke. 


he inquired, 
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would result in property deteri- 
oration; omission of interest 
payments almost certainly leads 
to receivership; under the law, 
reduction of wages involves a 








Below—Alfred P. Thom, Jr., as- 
sistant general counsel of A. R. E. 
It soon became apparent that Wil- 
lard’s views were shared by Pat- 
rick Crowley (New York Central’s 
head), Elisha Lee (vice-president 
of Pennsylvania), and J. J. Bernet. 
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then, possibly, strikes destruc- 
tive to assets and to labor mo- 
rale. Therefore, the realists 
pointed out, an increase in rates 
was indicated as the only prac- 
ticable solution. 

Most of the members conceded 
the possible necessity of an increase in rates, but they 
found it necessary to remark that such an expedient 
should be undertaken only after study. It was finally 
agreed that the subject should be left in abeyance for 
at least two months in the hope that in the interim 
conditions would improve. Meanwhile, certain East- 
ern executives would pave the way for a possible ad- 
justment by describing to industrialists the situation 
in which the railroads found themselves. 

This proselyting proved its value after the railroads 
had filed their rate petition; protests against the pro- 
posed increases did then materialize, but the great 
manufacturing interests, in respect to opposition, were 
inconspicuous. 

As the missionaries circulated among the Ephesians 
and Corinthians, the fiscal toboggan bumped steadily 
downward. Daniel Willard, president of the Balti- 
more & Ohio, had said at the January meeting that 
his road could, without a change in rates, weather a 
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reduction of $15,000,000 in revenues in 1931 com- 
pared with 1930; by April, the decline exceeded 
$10,000,000. Savings banks and insurance companies 
found supposedly stable investments beginning to 
sour. The board of one such organization asked a 
railroad president what steps his company was taking 
to meet the emergency; he was compelled to admit it 
had taken none. 

Toward the end of March, traffic officials of Eastern 
roads met in the antique Jersey Central building over- 
looking the North River and drew up a drab but signi- 
ficant report on revenues. With this report in hand 
the members of the Association of Railway Executives 
assembled in the Blackstone Hotel at Chicago for the 
consideration of an agenda which included a discussion 
of a partial restoration of freight rates. Inso doing 
the association was breaking a rule; and, with this 
rule broken and application made for a rate increase 
despite the depression, there might be repercussions. 
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The ballroom of the Blackstone was filled with an 
atmosphere of strain as the executives stood about 
waiting to be called to order. Then, sending word to 
the reporters outside that the meeting was only the 
customary one held every spring, the executives closed 
the doors and began the business of the day. 

The rays from a green-shaded lamp on the chair- 
man’s table shone on Mr. Aishton and, flanking him, 
on Alfred P. Thom, the association’s general counsel, 
and on Alfred P. Thom, Jr., its general solicitor. 
All three were of a type, the older men gray-headed, 
the younger man partly gray; Mr. Thom, Sr., rotund, 
Mr. Aishton less so, and Mr. Thom, Jr., even less so. 

As Mr. Aishton went through the parliamentary 
preliminaries the executives paid meet attention, al- 
though all were waiting with greater or less patience 
for the real object of the meeting to be presented. 
Eventually Mr. Aishton reached this point, and 
the executives leaned forward in their chairs. 
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rail chiefs who 
from the floor. 


Discussion from the floor began immediately, the 
Eastern officials launching the subject by announcing 
the substance of the reports on revenues made by their 
traffic departments. 

Daniel Willard, president of the Baltimore & Ohio, 
in his usual scholarly manner, delivered what he and 
everyone knew were authoritative statements; but he 
qualified them, according to his wont, with such 
phrases as “I am told” or “it is my understanding” 
or “according to my information.” It soon became 
evident that his views on a rate adjustment were those 
of Patrick Crowley, president of the New York Cen- 
tral, and of Elisha Lee, vice-president of the Penn- 
sylvania, and of John Bernet, president of the 
Chesapeake & Ohio Lines. 

Mr. Bernet, slow of movement but quick of thought, 
who has never sought reputation as a speaker, made 
the point that if the railroads were to receive prompt 
relief they must present their contentions as a revenue 
case rather than as a rate case, 
because the latter would involve 
lengthy hearings. 

The debate was on. W. R. 
Cole of the Louisville & Nash- 
ville did not hesitate to dwell 
on the difficulties that might be 
encountered in attempting to 














Above—John J. Bernet, president 
of the C. & O., urged that, to ex- 
pedite hearings, the I. C. C. peti- 
tion be put on the basis of revenue, 
not rates. Later, too, he exhort- 
ed his hearers to have the courage 
of their deep-seated convictions. 








restore rates in the midst of a 
depression; although later he 
was ably to present the rail- 
roads’ case before the Interstate 
Commerce Commission. To a 











Center—Carl R. Gray, of the Union 
Pacific, brought the debate to a 
close by moving that the various 
roads assemble concrete figures 
as to how much rates would have 
to be jumped to provide the 
sadly needed increase in revenue. 


Right—Whitefoord R. Cole, of the 
Louisville & Nashville, dwelt on 
the difficulty of attempting to 
boost freight rates in the midst 
of a depression; but when the time 
came he argued the merits of the 
case persuasively before the I. C. C. 
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Left—Clyde Brown, general 
solicitor of the New York 
Central, prepared the fate- 
ful petition, which went to 
the I. C. C. on June 17, last. 
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its most momentous decision in a decade, 
He waited, prepared to hear further dis- 
cussion, but there was none. Scrutinizing 
the presidents as if to satisfy himself that 
none was hiding behind his chair or in 
any other way violating decorum, he put 
the question. It was unanimously carried. 














Right—John J. Pelley, 
president of the New Haven, 
who was chosen to head the 
committee which presented 
the railroads’ petition to the 
Interstate Commerce body. 








As the meeting broke up, someone 
suggested that the press be notified of 
the step taken. Certain members, to 
whom this duty was delegated, decided 
to postpone the announcement until af- 
ter they had dined, and then decided to 
delay it until after they had slept. How- 
ever, the journalistic torchbearers ran 
across a source which, fortunately, 
proved authoritative; when the members 
of the publicity committee awoke next 
morning, they found their announce- 
ment already published. 

The project was speeded at the next 
regular monthly meeting of the Eastern 
Presidents Conference—which, as its 
name implies, includes in its membership 
the heads of all lineS‘in the East. Ordi- 
narily its meetings resolve themselves 
into sometimes sparsely attended meals 
in the Bankers Club atop the Equitable 
Building. It is as difficult to find bank- 
ers in this luncheon club as it is to find 
newspapermen in some newspaper clubs. 








Campbell Studio 


suggestion that reduced wages, rather than increased 

rates, was the solution, L. W. Baldwin, of the 

oe Pacific remarked, in effect, “Just try and 
o it.” 

The discussion continued through the morning and 
late into the afternoon, when a speech by Mr. Bernet 
helped unite sentiment. 

Mr. Bernet counseled the executives against tem- 
porizing with a situation they all clearly recognized, 
and he recommended that they meet it on a basis of 
fact and not of expediency; he urged them to face 
the problem honestly and courageously, prepared to 
assume the disagreeable duty of acknowledging to 
shippers the necessity of a rate adjustment. 

Mr. Bernet spoke strongly and feelingly. At the 
end he leaned both hands on the back of a chair and 
paused. There was intense quiet as, dropping his 
voice, he concluded: 

“Have we convictions on this subject, or haven’t 
we? If we have, why not have the courage to stand 
by them?” 


At Last—Concerted Action 


The debate closed when Carl Gray of the Union 
Pacific moved that the accounting departments of the 
railroads determine how much more revenue they re- 
quired and that the traffic departments estimate the 
percentage of increase necessary to provide this 
revenue. The conscientious Mr. Aishton permitted a 
period of comment and suggestion, and then it became 
apparent that the question should be put. 

Mr. Aishton arose to ask American railroading for 


The heads of every important railroad 

in the East attended this meeting. They 

were told that the railroads should have $400,000,000 

in additional revenue to make both ends meet, and 

that this could be obtained by an increase of from 10 

to 15 per cent in rates. The executives thereupon 

drew up a resolution calling upon the railroads of the 

country to embody these statements in a petition to 
the Interstate Commerce Commission. 

At the suggestion of Mr. Crowley and A. H. Harris, 
the latter chairman of the finance committee of the 
New York Central, the text of the resolution explained 
that the increase would be sought to restore reduced 
rates to a level where they would support the credit 
and service of the railroads. The appointment of.a 
committee to carry out the aims of the resolution was 
next in order. Leonor F. Loree, head of the Delaware 
& Hudson, who presided, said he had already given 
this matter some thought and presented to the meeting 
the names of the men he had selected. Messrs. Atter- 
bury, Crowley, and Willard, John Davis of the Lacka- 
wanna, John Pelley of the New York, New Haven & 
Hartford, and C. H. Hix of the Virginian were accord- 
ingly appointed. 

There was some talk of persuading Mr. Willard, 
who had presented the rate case to the commission ten 
years before, to head the committee, but he demurred. 
Mr. Pelley, but recently come to the New Haven from 
the Central of Georgia (see World’s Work for August, 
1930), became chairman. From time to time he 
showed signs of wishing to relinquish this onerous 
position, but was prevailed on to continue. 

A few days later Mr. Willard called informally on 
the commission and suggested that that body investi- 
gate the situation on its own (Continued on Page 66) 
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Congress Meets Again 


The problems that are before it and the legislation 
that may be expected 





THE SENATE 


THE HOUSE 





The Senate will consist of 48 Republicans, 47 
Democrats, and 1 Farmer-Labor member (Ship- 
stead of Minnesota). In theory, the Republicans 
will have control, since Vice President Curtis has 
power to cast the deciding ballot in case of a tie 
vote. In practice, the Senate will be controlled 
much of the time by a coalition of Democrats and 
insurgents, since there are seven Republicans who 
frequently bolt their party: Borah of Idaho, Norris 
of Nebraska, Brookhart of Iowa, Couzens of 
Michigan, Cutting of New Mexico, and Blaine 
and LaFollette of Wisconsin. 


Until the House actually meets, on Dec. 7, the 
strength of the two parties will be in doubt. As 
this chart is prepared, the figures stand : Republicans, 
215; Democrats, 217; Farmer-Labor, 1 (Kvale of 
Minnesota); vacancies, 2. One vacancy will be 
filled on Dec. 1. If the Democrats win this seat 
they will have a clear majority of 218 votes out of 
435; if the Republicans win, much will depend on 
the one Farmer-Labor vote. In view of the al- 
most even division of strength, there will be much 
— for votes between insurgents on both 
sides. 





Personalities 


Certain familiar faces will be missing when Con- 
gress re-convenes. The death of Dwight W. Mor- 
row robs the Senate of one of its most Eetingnidhed 
members. After thirty-nine consecutive years in 
one House or the other, Frederick H. Gillett of 
Massachusetts has retired. Simmons of North 
Carolina, senior member of the Senate in length 
of service, was defeated in the last election. The 
departure of Heflin of Alabama and Blease of 
South Carolina will rid the Senate of two stormy 
petrels. 

Of the new members, the most striking are 
James Hamilton Lewis of Illinois, dapper, pink- 
whiskered, perpetually young, and surprisingly 
shrewd; Costigan, an able, pee, Democrat from 
Colorado; and Governor Huey P. Long of Louisi- 
ana, who needs no introduction to the public. 


Personalities 


The most notable absentee from the new House 
will be Nicholas Longworth, whose even temper and 
broad experience will be missed. Another missing 
veteran will be George S. Graham of Philadelphia, 
a member of the House for nearly twenty years, 
chairman of its committee on the judiciary, and a 
formidable foe of prohibition. 

For the office of Speaker, left vacant by the death 
of Mr. Longworth, there are three leading candi- 
dates: Bertrand H. Snell, age 61, upstate New 
Yorker, conservative Republican, chairman of the 
powerful Rules Committee; John Q. Tilson, age 65, 
Southerner by birth, now resident of Connecticut, 
conservative Republican, majority floor leader; 
John N. Garner, age 62, native of Texas, conserva- 
tive Democrat, veteran of 16 consecutive terms and 
minority floor leader. 





Committees 


Since the Senate is a continuing body and the 
Republicans retain control, there be will no change 
in the committee chairmanships. The most im- 
portant are: Finance—Smoot of Utah, conserva- 
tive; Foreign Affairs—Borah of Idaho, insurgent; 
Judiciary—Norris of Nebraska, insurgent; [nter- 
state Commerce—Couzens of Michigan, insurgent; 
Appropriations—Jones of Washington, conserva- 
tive; Naval Affairs—Hale of Maine, who will fight 
in the aoe session for a larger building program 











than the Administration has approved. 





Committees 


Choice of committee chairmen will depend upon 
which party controls the House. In the more im- 
portant committees the alternatives will be: Finance 
—Hawley of Oregon (who gave his name to the 
Hawley-Smoot tariff) or Collier of Mississippi; 
Foreign Affairs—Temple of Pennsylvania or Linthi. 
cum of Maryland; Judiciary-—Dyer of Missouri or 
Sumners of Texas; Interstate Commerce—Parker of 
New York or Rayburn of Texas; Appropriations— 
Wood of Indiana or Byrns of Tennessee; Naval 
Affairs—Britten of Illinois or Vinson of Georgia. 








THE ISSUES 


The following table shows the chief issues which are likely to come before the new Congress, the individuals 
or groups which have raised these issues, the position taken by the Administration, and the party line-up 


with probable fate of each issue. 
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Il. UNEMPLOYMENT 


AND FARM RELIEF 





The Issue 


Raised By 


Administration's Stand 


Party Line-up and Probable 


esult 





. The Dole. 


Shall the federal govern- 


ment assume 
sponsibility for relief 
unemployment? 


direct re- 


of 


The insurgent bloc. 


Opposed. According to Mr. 

oover, ‘‘municipalities, 
counties, and states should 
use their own resources and 
credit before seeking such as- 
sistance from the Federal 
Treasury.” 


Republican regulars opposed; 

mocratic regulars divided, 
insurgents in both parties 
favor. Defeat of any Te isla- 
tion resembling the dole as 
known ‘n England. 





- Bonus Legislation. 


In the interest of relief, 
should Congress redeem 
at face value the adjusted 
service certificates matur- 


ing in 1945? 


Despite the defeat of this 
roposal by the American 

Sasen, it will be brought be- 

se Congress by a pro-bonus 
oc. 


Opposed. Mr. Hoover’s in- 
tervention played an impor- 
tant part in the Legion’s vote. 


Legion’s stand has changed 
the situation. Vote last Feb- 
ruary: 246 Republicans for a 
nus loan and 51 against; 
187 Democrats for val none 
against. Probable defeat. 





. Building Program. 
Shall 


the government’s 


$450,000,000 building 


Wagner of New York pro- 
ses the appropriation of two 
illion dollars. Other propo- 
sals call for three, four or five 
billions. 


In the President’s opinion, 
“The government must not 
undertake works that are not 
of sound economic purpose 
and that have not been sub- 
ject to searching technical in- 
vestigation.” 


Most of the support is the 
Democratic side. It is likel 
that only necessary work will 


be authorized. 





program be increased, to 
provide new jobs? 

. The Farm Board. 
Has the Farm Board 
failed and should it be 
disbanded? 


Reed of Pennsylvania and 
other Eastern Republicans. 


Favors retention of the board 
but has announced that no 
more funds will be asked for 
the purpose of “stabilizing” 
prices. 


Both parties divided along 
sectional lines. Impossible to 
forecast. 





. The Debenture Plan. 


Shall Congress substitute 
the debenture plan for 
present methods of farm 


relief? 


The National Grange and 
half of the farm bloc in Con- 


gress. 


According to Mr. Hoover, the 
debenture plan “contains ele- 
ments which would bring 
American agriculture to dis- 
aster.” 


In 1929 the Republicans 
voted 266 to 25 against the 
plan; the Democrats 148 to 
16 in its favor. No debenture 
action at this session. 








. The E jualization Fee. 
Shall Co 


ngress approve 





The American Farm Bureau 





Equally opposed. 





Probable de- 


No recent vote. 








the equalization fee in- | Federation and the other half feat. 
stead of the debenture | of the farm bloc in Congress. 
plan? 
ll. RETRENCHMENT AND TAXATION 
The Issue Raised By Administration’s Stand 


Party Line-up and Probable 
Result 








. Naval Construction. 


Shall the United States 


forgo its treaty right 


to 


build new cruisers, in or- 
der to save money and re- 


duce the deficit? 


The Administration. 


Favors reduction of the next 
naval budget by $60,000,000. 


Hale of Maine and Britten of 
Illinois, have broken with the 
Administration on this issue 
and will propose a larger pro- 
gram, but reduced budget will 
probably prevail. 











. Sales Tax. 


In addition to retrench- 
ment, shall Congress add 
to the government’s reve- 
nue by enacting a sales 


tax? 


Reed of Pennsylvania, Repub- 
lican, who estimates that such 
a tax would yield $2,000,000,- 
000, more. than will be needed 
to balance the budget. 


Not stated, but likely to favor 


a sales tax on luxuries. 


More support for this proposal 
on the Republican than on 
the Democratic side. Proba- 
bly a sales tax on luxuries will 
be enacted. 













. Surtax Rates. 
Shall the 
rates, which now reac 
maximum of 20% on 


resent surtax 
h a 


iIn- 


comes above $100,000 be 


increased? 


Insurgents in both Houses. 
Also B rns of Tennessee and 
other Democratic leaders. 


Not stated, but will probably 
favor some increase. 


Most of the support here is on 
the Democratic side. An in- 
crease is likely to be passed. 








































. Personal Exemptions. 


Shall the present exemp- 
tions be lowered, in order 
to increase the number of 
people who pay income 


taxes! 


Bingham of Connecticut and 
other Eastern Republicans. 











Without directly indorsing 
this proposal, Secretary Mel- 
lon has pointed out that less 
than 4% of the public now 
pays 97% of the personal in- 
come taxes. 








Impossible to forecast. 
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Il. BUSINESS AND FINANCE 





The Issue 


Raised By 


Administration's Stand 


Party Line-up and Probable 


Result 








. Moratorium on War Debts. 


Shall Congress give its ap- 
proval to the year’s mora- 
torium proposed by the 
President and accepted 
by the European nations? 


The Administration. 


Favors prompt approval be- 
fore Dec. 15, when next pay- 
ments become due. 


Mr. Hoover stated on July 6 
that he had received “individ- 
ual assurances of support from 
a very large majority of the 
members of both Houses.” 





. Tariff Revision. 


Shall the Hawley-Smoot 
law be revised and the 
present rates reduced? 


Robinson of Arkansas, Harri- 
son of Mississippi, McKellar 
of Tennessee, and other lead- 
ing Democrats. 


Opposed. Mr. Hoover be- 
lieves that the new Tariff 
Commission has ample “au- 
thority for any necessary 
rectification.” 


Democratic members have at- 
tacked the tariff in general, 
but proposed no __ specific 
changes. No material changes. 





. Banking Laws. 


Shall the Federal Reserve 
Act be broadened in order 
to give greater liquidity 
to the assets of member 
banks? . 


The Administration. 


Believes that such legislation 
is needed to enable banks to 
obtain legitimate credit on 
sound security in times of 
stress. 


Measures to this effect are 
now being considered by the 
Senate Committee on Cur- 
rency and Banking and changes 
will be enacted. 





. Antitrust Laws. 


Shall the Sherman Act be 
amended to permit indus- 
tries to control production 
in accordance with de- 
mand? 


Special committee, United 
States Chamber of Com- 


merce. 


Not stated; but in a recent 
address Atty.-Gen. Mitchell 
suggested Congress might sus- 
pend the Sherman Act tem- 
porarily, “as an emergency 
matter to prevent waste.” 


Probably no action at this 
session. 





. Selver. 


Shall the United States 
take the lead in calling a 
world conference to stab- 
ilize the price of silver? 


Borah of Idaho, Pittman of 
Nevada, and other Western 


senators. 


Opposed to an official confer- 
ence but has no objection to 
one called unofficially. 


With the Democrats receiving 
support from Western Repub- 
licans, a conference probably 


will be called. 








. Short Selling. 


Has the time come for 
Congress to prohibit short 
selling in the grain and 
security markets? 





Brookhart of Iowa and Cara- 
way of Arkansas will submit 
bills to this effect. 





Not stated. The President, 
however, has rebuked “a lim- 


ited number of speculators” 


whose short selling of wheat 


“tends to destroy public con- 
fidence.” 





Impossible to forecast. 





IV. MISCELLANEOUS 





The Issue 


Raised By 


Administration's Stand 


Party Line-up and Probable 


Result 





. The World Court. 


Have the reservations 
roposed by the Senate 
en met, and should we 
join the Court? 


The Administration. 


In Mr. Hoover’s opinion, the 
Court has taken action which 
“meets the Senate’s reserva- 
tions and goes even beyond 
them.”’ 


In 1926, 40 Republicans and 
36 Democrats voted for the 
Court; 14 Republicans, 2 
Democrats, oar 1 Farmer- 
Laborite voted no. Of the 


17 opponents, 9 are still mem- 
bers of the Senate. No change. 





. Muscle Shoals. 


Shall the idle power plants 
which cost $150,000,000 
be leased for private oper- 
ation? 


Joint commission appointed 
by the President and the 
governors of Tennessee and 
Alabama. 


Favors a lease to private com- 
panies. 


In 1930 the House voted 187 
to 135 for a lease, the Senate 
45 to 23 for government opera- 
tion. Chief support for the 
latter is on the Democratic 
side. No change. 








. Prohibition-Repeal. 


Shall the Eighteenth 
Amendment be resub- 
mitted to the states, for a 
vote on the question of 


repeal? 


The American Legion and the 
American Bar Association. 


Opposed to repeal. 


The advocates of repeal claim 
9 Republicans and 11 Demo- 
crats in the Senate, out of a 
total membership of 96; in the 
House, 74 Republicans and 71 
Democrats out of a total of 
435. No action. 








. Dry Law Modification. 


Shall the Volstead Act be 
modified to permit 2.75 
per cent beer? 





The American Federation of 


Labor. 





Not stated, but described by 
most Washington observers 
as opposed. 





Substantially the same as on 
the question of repeal. No 
action. 
































© Underwooa & Underwooa 


Amadeo P. Giannini, who with only 56,000 
shares dominated a 24,000,000-share branch- 
banking institution, bewildering in the com- 
plexity of its structure. When the value of 
these 24,000,000 shares plunged downward his 
Wagnerian strains muted to chamber music. 





Keystone View 


It was Elisha Walker who held the largest 


block of Transamerica, 375,000 shares. Chair- 
man of the board of directors, he has recently 
been surrounded by eight men representing 
prestige-laden Lee, Higginson whose combined 
holdings do not total a substantial interest. 








Transamerica Corp. 








Because of the undoubted merit of sound branch banking, the partial 
success and final transformation of the A. P. Giannini structure has 
greater import than is shown in the mere writing of “Taken over. 


across the doors of the world’s once largest holding company 


he walnut board-room table of the Trans- 
america Corporation on the evening of Septem- 
ber 22nd to receive “an important announcement” 
from Elisha Walker, chairman, might well have gone 
back to their offices and written that the world’s 
foremost financial octopus had voluntarily reformed. 
Having in the three years of its brief career secured 
control of nearly three billion dollars of banking and 
other resources, the largest holding company in the 
world had decided, Mr. Walker said, to relinquish its 
grip upon the great commercial banks composing its 


Te Wall Street reporters who gathered around 
t 


chief assets. In the future it was to become merely 
another investing company, contenting itself with 
minority interests that carried no responsibility. 

In pursuance of this decision the corporation had 
dropped from its board of directors A. P. Giannini, 
his brother, A. H. Giannini, his son, L. M. Giannini, 
and all their closest adherents. Forthwith they were 
to be replaced by interests connected with the private 
banking house of Lee, Higginson & Co. A few days 
later the plan was carried into action by the sale of the 
Bank of America National Association to the National 


City Bank of New York. 
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To Wall Street, which had watched the shares of 
Transamerica being driven down from a bull-market 
high of $67.37 to $3.50, Transamerica’s change of 
heart was only another incident of the world-wide 
deflation. To the student of American banking 
it was the end of the most ambitious scheme for 
concentrating banker power in a few hands that had 
ever been witnessed. 

Organized in 1928 as the successor to the Bancitaly 
Corporation, Transamerica controlled through a be- 
wildering complexity of holding companies the great- 
est branch-banking institution in the world—the Bank 
of America National Trust & Savings Association 
(formerly the Bank of Italy), which has a virtual 
monopoly of banking in California. Through its 
controlling interest in the Bank of America National 
Association in Wall Street and in various other great 
banking enterprises, the corporation stretched its 
tentacles to New York, London, Milan, and the Pacific 
Northwest. 


Acme of Branch Banking 


It was ready, as soon as Congress should approve 
nation-wide branch banking, to convert itself over- 
night into the biggest bank in the world, with offices 
from coast to coast in the United States and strategic 
positions in Europe. Moreover, it was frankly set 
upon a program of continued and apparently unlimited 
expansion by a method that, in the last analysis, was 
based upon the issuance of more and more stock in 
exchange for what it acquired. 

The plan was based upon the firm conviction of its 
founder, A. P. Giannini, and his associates that, under 


modern conditions, the old-fashioned individual bank- 
ing enterprise was doomed, and that by uniting great 
banks and finance companies under the unified control 
of an international concern like Transamerica the 
public could be given banking facilities of far greater 
efficiency and safety. 

Why, then, did Transamerica, in the full tide of its 
career, decide to abandon the whole purpose for which 
it had been created? The answer can best be reached 
by way of a short history of the corporation. This, of 
necessity, begins with Amadeo Peter Giannini himself. 

Six feet four inches tall, and as broad as an oak, 
Giannini was the son of an Italian immigrant father 
who died when “A. P.” was seven years old. He be- 
gan his business career at twelve, working in the San 
Francisco produce commission house of his stepfather, 
Lorenzo Scatena. At nineteen he was a partner in the 
firm, with a one third interest. In 1902, when he was 
thirty-two years old, he retired. Assured of an in- 
come of four hundred dollars a month for life, Giannini 
said: “That is enough for any man.” 

Two years later, having in the meanwhile dabbled 
successfully in real estate, become a director of a small 
bank, and quarreled with his fellow board members 
over a question of policy, Giannini was organizing his 
own bank. With capital of $150,000, the institution 
began business on October 17, 1904, under the title of 
the Bank of Italy. It drew its clientele almost ex- 
clusively from the Italian population of San Francisco. 

The San Francisco earthquake lifted the infant bank 
into overnight fame. Knocked out of bed on the 
morning of April 18, 1906, by the tremor, Giannini 
commandeered two horse-drawn drays from his old 
commission business and, with the approaching flames 





{From the annual report of T: 


TRANSAMERICA CORPORATION 


$1,117,191,644 


for 1930. Figures, where given, are of total 





Corporati 
resources as shown in the consolidated balance ‘sheets for Dec. 31, 1950, of the respective companies.] 
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only half a block away, loaded onto them all the bank’s 
money, securities, and records. These he took to his 
home and buried in his garden overnight. While the 
city still burned, he set up a desk on a waterfront dock 
and began lending money to his Italian clients for the 
rebuilding of their homes. The Bank of Italy was the 
first San Francisco bank to reopen. 

Greatly as this experience enhanced the prestige of 
Giannini, the events of the following year, 1907, were 
of even more importance. Giannini had been East 
early in the year and had heard rumblings of the panic 
to come. In preparation he be- 
gan to accumulate a tremendous 
gold reserve. 

When the storm broke, San Fran- 
cisco banks, like those in other 
centers, resorted to the use of 
clearing-house certificates. Not so 
the Bank of Italy. It met all de- 
mands with gold and advertised in 
the papers for good borrowers. 

Then followed a run on one of the 
larger Market Street institutions. 
Giannini, having investigated 
and found the bank to be sound, 
advertised in the newspapers that 
pass books of the Market Street 
bank would be honored on presen- 
tation at the little Italian-quarter 
institution. When depositors came 
they were met with gold. The run 
on the downtown bank was stopped. 
From then on the career of the Bank 
of Italy was definitely shaped 
toward a course that would take it 
far outside the confines of San 
Francisco’s Italian quarter to a dominant position in 
Western banking, with 438 branches and more than 
one billion dollars of deposits. 

There followed a period of phenomenal expansion, 
carried out in the face of rising opposition from other 
bankers and from the state banking department. 
Giannini’s method was to select an existing bank that 
suited his purpose, then to approach its largest stock- 
holders with an offer to exchange Bank of Italy shares 
for their holdings. He pointed out the advantages of 
swapping their investment in a provincial bank for 
an equity in a growing institution with widely diversi- 
fied interests. This argument, backed up by a little 
market demonstration in Bank of Italy shares, was 
invincible with the average shareholder. 


Keystone View 


Invading the East 


As official opposition strengthened, Giannini was 
forced to adopt less direct methods to accomplish his 
ends. This was the origin of the confusing tangle of 
subsidiary holding companies that now befuddles the 
student of his career. The first important one was 
Stockholders Auxiliary Corporation, later converted 
into the National Bankitaly Company, which was 
organized in 1917 to act exclusively as an agent in 
buying up other banks. 

Only a year later, in 1918, Giannini made use of the 
method to invade New York. As early as 1911 he had 
been invited by the Italian Chamber of Commerce in 





The Bank of Italy, San Francisco, 
birthplace of the Giannini network, 
which finally covered the distance 
to New York, invaded Wall Street, 
and bought the Bank of America. 





New York City to undertake to run a bank for Italians 
in the city. At that time the plan fell through be- 
cause Giannini was unwilling to come East himself and 
head the bank. In 1918, however, he was again 
approached with a view to acquiring the East River 
National Bank, a New York institution with capital 
of $250,000 and deposits of $3,612,770. 

Since the Bank of Italy could not make the purchase, 
a new affiliate was formed, the Bancitaly Corporation, 
with an authorized capital of $5,000,000, of which 
$1,500,000 was paid in. This was the direct fore- 
runner of Transamerica. Before it 
was dissolved in 1928 it had run 
through a spectacular stock-market 
career and become the largest in- 
vestment trust in the world, up to 
that time. 


Fireworks 


During the next seven years 
Giannini was occupied with a diffi- 
cult situation in California, due to 
the opposition his program had de- 
veloped on the part of the state 
banking authorities. In 1926 he 
carried his fight into the political 
arena, championing C. C. Young 
for governor. The huge machinery 
of the bank was thrown into the 
campaign. Branch managers were 
instructed to electioneer against 
Friend Richardson, the incumbent 
governor; and an amendment to 
the banking act, permitting banks 
to establish branches in any lo- 
cality where 20 per cent of the voters approved, was 
placed on the ballot. 

With victory in sight, Giannini turned again to New 
York. In rapid succession the Bowery Bank, the 
Richmond Borough National Bank, the Commercial 
National Bank, and the Discount National Bank were 
absorbed into the East River National, the combined 
institution being called the Bowery & East River 
National Bank. 

Giannini’s actual entrance into Wall Street, how- 
ever, was still to come. He accomplished it early in 
1928 by the acquisition of the Bank of America, one 
of the oldest banks in the country, which had been 
doing business since 1812 at the corner of Wall and 
William streets. In February, 1928, the bank’s 
shares were selling at $380. By April of the same 
year they had soared to $1,500 and control of the insti- 
tution had passed to the Bancitaly Corporation. 
Bank of America promptly absorbed the Bowery & 
East River National and took out a national charter 
under the typical Giannini title of Bank of America 
National Association. 

The spectacular acquisition of the Bank of America 
was the signal for an excited speculation in the shares 
of Bancitaly, listed on the New York Curb. Banc- 
italy rose to $223 a share before the movement was 


‘halted in June, 1928, by a crash that threatened to 


bring the Coolidge bull market to an untimely end. 
It broke in a few days to $100 a share, ruining 
countless small speculators, mostly Italians, who 
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The San Francisco earthquake and 
fire put Giannini on his feet, for while 
the city burned he moved his bank’s 
money, securities, and records to a 
waterfront dock and began lending 
to Italians to rebuild their homes. 
The First National just after the fire. 


had followed the career of the Western 
banker. 

With the disastrous results of the crash of 
Bancitaly stock in mind, Giannini deter- 
mined to safeguard his banking interests 
from the unfavorable influences of stock- 
market fluctuation. He organized a new 
holding company which was to acquire con- 
trol of all the institutions he had built up, removing 
their shares from the market and leaving to the pub- 
lic only participation in the stock of the holding 
company itself. This was Transamerica Corpora- 
tion, formed on October 11, 1928. 

The corporation’s first act was to secure control of 
the Bank of Italy, the Bank of America N. A., and 
the Bancitaly Corporation by an exchange of shares. 

Subsequently all the other Giannini enterprises were 
brought under its control by the same method, with 
the result that the original authorized capital of 
ten million shares (par value $25) was increased to 
fifty million shares, of which 24,847,484 had been 
issued up to last December. These shares, inciden- 
tally, were held by 217,000 stockholders, resident in 
every state of the Union and in more than thirty 
foreign countries. Final simplification of the cor- 
poration’s structure was accomplished early this 
year, resulting in the set-up portrayed in the chart 
shown on page 35. 

The enormous task of consolidating the Giannini 
interests did not preclude further expansion activities 
at the same time. In 1929 the Nassau National Bank 
and the Traders National Bank of New York were ac- 
quired and merged with the Bank of America. In the 
same year a merger was arranged with the private 
banking house of Blair & Co., involving the forma- 
tion of the Bancamerica-Blair Corporation to act 
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as security affiliate of the bank—a deal which placed 
in the hands of Elisha Walker and his Blair & 
Company associates an important block of Trans- 
america stock. 

The history of Transamerica up to the beginning of 
this year was one of constant expansion, punctuated 
by only minor setbacks. What, then, were the de- 
velopments of 1931 that resulted in the company’s 
astonishing decision to give up control of its banking 
interests? 

The most important was undoubtedly the fall in 
security prices which had accomplished‘an open mar- 
ket depreciation of 91.8 per cent in the shares of Trans- 
america itself from the 1929 high. How deeply this 
had affected the corporation may be judged from the 
sweeping adjustment of the company’s books disclosed 
by Mr. Walker when he announced Transamerica’s 
new policy. 

In order to give effect to the ravages of the decline 
in the security markets, the corporation’s consolidated 
balance sheet, it was stated, had been written down 
nearly 73 per cent, from $1,117,191,644 as of Dec. 31, 
1930, to “approximately $302,117,000” as of June 
30, 1931. 

It was not so much the effect of the stock-market 
crash upon Transamerica’s books, however, as its effect 
upon that corporation’s own shares that checked the 
ambitious program of the Giannini octopus. The 
Transamerica method depended upon 
the successful exchange of Trans- 
america shares for the shares of new 
acquisitions. This in turn depended 
upon a rising market for Transamer- 
ica stock. 

For a time Transamerica, like other 
companies, hoped (Continued on Page 64) 


Wall Street at William, looking 
west, in 1825. The Bank of 
America, first building on the 
right, then thirteen years old, 
still occupies this site to-day. 
Into such an atmosphere 
stepped California’s star banker. 
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Henry M: Mayer 


Using an air hammer to chip the ends from the raw steel cast- 
ing of an axle housing. The photograph was made in the shop 
of the West Steel Casting Company, Cleveland, Ohio. The 
company pioneered in the development of the electric furnace, 
which is used principally in making fine grades of alloy steel. 


Big Bill the Chipper 
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Vaults are symbols of security; 
yet the events of the past few 
years have developed flaws in 
the defenses which the law has 
thrown around our banking 
structure. The Federal Reserve 
was heralded as a mighty bul- 
wark, though fully two thirds of 
the institutions eligible for mem- 
bership have declined to be 
gathered to the fold—and now 
comes a half billion dollar cor- 
poration to bolster bank re- 
serves. Timely, therefore, is 
any constructive analysis of re- 
forms that have been proposed. 





Ewing Galloway 








Feet of Clay 








To the question “Ils our twelve-headed financial mother measuring up? 


this article answers “No.” 


The Federal Reserve Act is due to be 


changed so that Uncle Sam will get less and the member nephews 


more. 


through an elementary course in money and 

banking knows that the Federal System is the 
finest thing that has ever happened to our banks. A 
generous government under the leadership of inspired 
statesmen reared a structure of superbanks to hover 
solicitously over the ordinary banks—to watch them, 
guide them, and wipe away their tears. This govern- 
ment did for the banks what they were unable or 
unwilling to do for themselves. A system of central 
banking was established under which reserves were 
concentrated, gold economized, credit mobilized and 
shifted from place to place with the utmost ease, cur- 


F is schoolboy who has ever fumbled his way 


Three specific recommendations 


rency and credit elasticized, and banking made better 
and safer. Every schoolboy knows this. In fact, he 
must know it in order to pass the course. 

As he recites the exalted advantages of our Federal 
Reserve system there is present little true understand- 
ing and no judicially critical appraisal. The result 
of this fine piece of salesmanship, conducted largely 
under the zgis of our higher institutions of learning, 
is that our twelve-headed central bank has been 
placed upon a pedestal and worshiped far beyond its 
deserts. The general public is not aware that fully 
two thirds of our banks have refused to join the system 
and that they have steadfastly resisted a persuasive 
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and lustrous flood of propaganda designed to bring 
them within the fold. 

So that the announcement from Washington that a 
National Credit Corporation directed by a board 
appointed without benefit of Senatorial advice and 
consent, with a capital of a half billion dollars would 
bail out our banks, came as a shock to many citizens. 
Why a National Credit Corporation to help our banks 
when we already have a Federal Reserve system, the 
ne plus ultra of all central banks? An interloper con- 
ceived by private bankers and born without the sanc- 
tion of special federal legislation to pinch-hit for 
Cesar! Yet the astounded devotee readily concedes 
that something is rotten in the state of banking and 
that it needs constructive aid like a Tammany poli- 
tician needs a faulty memory. 


Bankers Dwell in Marble Halls 


Can it be possible that the great idol has feet of clay? 
Consider for a moment the simplified fundamentals 
of banking and the circumstances under which the 
Federal Reserve system was established. 

A banker is a broker, a middleman who takes the 
funds of certain individuals, his depositors, and lends 
them to others. He assumes the risk of loss. The 
borrower pays a premium, technically called the dis- 
count, for the use of the funds. The depositor re- 
ceives a lower premium called interest for providing 
them. The difference goes to the banker to cover 
his overhead, pay salaries, and provide a return to the 
stockholders. 

At times banking is a nice, clean profession. The 
banker dwells in marble walls. He sits back of a 
beautifully grained desk as applicants, hat in hand, 
approach him begging for the mighty favors which he 
dispenses or denies with a single gesture. Fond 
mothers picture their offspring in these elegant seats of 
power. His arduous labors are relieved at noon by a 
client who takes him to the Ritzbilt Hotel for a delicate 
lunch of nightingale salad and frosted caviar. At 
three in the afternoon, not too early to impair his 
digestion, he raises his brows ever so slightly to a 
magnificently attired flunky indicating that all audi- 
ences for the day have come to an end, rises from his 
chair, flicks a speck of dust from the lapel of an im- 
maculately tailored coat, is assisted into his Rolls 
Royce, and wafts away on floating effortless power 
to the country club for a round of golf. What a life! 

Let us return to the other side of banking. The 
bank has a million dollars of deposits. Now mind the 
nature of the deposit. It means that Smith has 
bought, for a thousand dollars, the right to demand a 
thousand dollars from the bank at any time during 
business hours. The sum belongs to the banker. The 
full legal title resides in him and he may do with it 
anything that his banking judgment approves within 
the bounds of certain rules which the state establishes. 


Not Safe-Deposit Boxes 


In some quarters the naive view still prevails that 
the banker takes the thousand dollars and tucks it 
carefully away in that part of the house where a 
bibulous scofflaw would keep his applejack. If the 
banker did that he would be a safe-deposit box and 
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not a banker. Actually he buys from another client, 
a borrower, the right to demand a thousand dollars 
one year from date for $940, the difference being the 
gross profit to the bank. So we find the banker with 
one customer to whom he owes a thousand dollars 
payable on demand and another customer who owes 
him a thousand dollars payable one year after date. 

Suppose that Smith decides to exercise his right. 
The banker knows his stuff. He knows, for example, 
that out of a thousand depositors some will come in 
every day and do exactly as Smith does and that 
others will bring in sums for deposit. Furthermore, 
he has arranged his loans in such a way that some 
mature every day, and a stream of payments comes 
in which permits him to pay off the Smiths. 

But now a minor incident, of the type that often 
causes major changes, occurs. Mrs. Smith has seen 
the banker the evening before help a dizzy blonde 
out of a taxi in front of a night club—and the afore- 
mentioned ravishing beauty was not Mrs. Banker. 
Secrets like that are usually shared at once with the 
general public. Was the banker spending his own 
money? The question is asked by a thousand de- 
positors. In the days that follow, funds withdrawn 
exceed funds deposited. Parenthetically it may be 
said here that the first rule in the banker’s decalogue 
is to learn by heart a certain statement once made by 
Mr. Cesar about Mrs. Cesar. 


When Good Loans Turn Sour 


To meet this situation the banker has set up certain 
defenses. He has taken one dollar out of every ten 
deposited and, instead of lending it to another client, 
keeps it on hand in the form of cash or in some other 
larger bank which he knows can pay on demand in 
cash. This sum is known as his primary reserve. 
Where the law defines the proportion that must be 
laid aside it is known as the legal reserve. Then he 
takes from two to five dollars out of every ten and 
buys certain securities which he can sell instantly 
without taking a heavy loss. Among these are bank- 
ers’ acceptances, broker’s loans, treasury certificates, 
and government bonds. These are his secondary 
reserves. Together the reserves constitute a protec- 
tion to the banker against a concerted demand for 
payment by his depositors. Technically speaking, 
they are an assurance of liquidity. Our New York 
banks today are approximately 73 per cent liquid. 

Liquidity alone is not a final protection for the 
depositor. It merely means that those who come as 
long as the “liquid” lasts will be paid in full. Some 
of the loans which the banker has made may turn 
sour. What protection does the depositor have 
against this? 

When the bank is organized the stockholders pay in 
a sum called the capital. It is the hostage to the safe 
and prudent conduct of the bank which the owners 
pledge. In the event that losses occur in excess of cur- 
rent earnings, the capital of the bank must absorb 
them. The national banks of New York City today 
have approximately one dollar of capital safeguard 
for every $3.64 of depositor’s funds. This compares 


with a ratio of 1.00 to 13.96 for the “Big Five” 
English banks and 1.00 to 9.68 for the chartered 
banks of Canada. — 
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There are times when all these precautions fail to 
stem a tide of hysterical depositors or preserve their 
deposits from serious losses. One of the most striking 
and tragic occasions of this kind was the panic of 
1907. The little banks in the country had placed 
their reserves in the care of bigger city banks, known 
as correspondents, while the latter had placed their 
own reserves in the still bigger banks of New York 
City. 

The banks of Gotham had in turn loaned the funds 
to brokers, secured by stocks and bonds that could 
be sold on a moment’s notice in the market, a market 
which had been flirting perilously with fate on dizzy 
pinnacles. Feet slipped and the market took a nose 
dive to dark lower levels. 

The bonds and stocks held as security for the loans 
of brokers could not be sold without breaking the 
brokers and, for that matter, the banks. The banks 
could not pay their correspondents in the big cities in 
the interior and the latter could not meet the clamor- 
ous demands of the small banks in the provinces. The 


‘echoes of bank doors slamming resounded throughout 


the land. Something had to be done about it. That’s 
where the Federal Reserve system got its start. 

Hundreds of students, bankers, and politicians 
made suggestions. Most of these gentlemen, subse- 
quently recognizing certain familiar traces in the 
countenance of the child, claimed parentage of the 
Federal Reserve System. It has resulted in no end 
of scandal. 


And Then the Federal Reserve— 


The panic of 1907 dramatically confirmed the lesson 
of previous crises that the reserves of our banking 
system were effective as long as they were not required 
but froze into impotence the moment they were 
needed. It was felt that a system of mother banks 
was needed to hold these reserves in such a way that 
they could be dispatched to any section of the credit 
front in peril. During emergencies of this kind there 
is also an extraordinary demand for currency from 
frightened citizens. 

Our money before the passage of the Federal Re- 
serve act had all the elastic qualities of a cast iron 
garter. The need for currency varies with the season 
of the year and with the state of business. At Christ- 
mas time, for example, much more is used than at any 
other time during the year. Also the pace of business 
varies from year to year and the amount of cash to 
cover the petty transactions of business life changes 
accordingly. There was no way in which our currency 
supply could be adapted to these changing circum- 
stances. 

In this matter at least the Federal Reserve system, 
as organized, performed yeoman service. Formerly 
every new dollar placed in circulation had to have a 
hundred cents worth of gold as security. Of course 
the national banks had the right to issue national bank 
notes, but the procedure was involved and time con- 
suming and the market prices of the bonds which 
could be pledged as security for this currency varied 
in such a way that it became most profitable for the 
banks to issue currency at the very time when it was 
least needed, and most costly precisély when more 
currency was demanded. Under the Federal Reserve 


Act the reserve banks could issue currency with as 
little as forty per cent gold support, provided the 
balance was secured by good bank paper. 

It was in the organization of the system, the contri- 
bution of capital, the distribution of profits, and the 
definition of the conditions under which a bank could 
tap the central reservoir of credit, that serious flaws 
were woven into the text of the law and its ability to 
come to the aid of the country’s banks in the year of 
Grace, 1931, was impaired. 


Pays Six Per Cent—lIf Earned 


Consider the organization of the reserve banks, the 
subscription of capital, the establishment of reserve 
deposits, and the division of earnings. Our national 
banks, being the corporate creatures of the Federal 
government, were compelled to join the system. This 
meant that such a bank must subscribe for the stock 
of its Federal Reserve bank an amount equal to three 
per cent of its own capital. In the event of need the 
reserve bank has the right to call for an additional 
three per cent, thus making the member bank liable 
up to six per cent of its own capital. 

On this stock the reserve bank pays six percent, if 
earned. When earnings exceed six per cent the excess 
is added to the surplus of the bank. This continues 
until the surplus is equal to the capital. Thereafter 
one tenth of the excess earnings is added to surplus 
and the balance paid to the U. S. Treasury as a tax. 

If the reserve banks ever cease functioning and 
liquidate, the surplus goes to Uncle Sam. Should 
Congress refuse to continue these banks at the end of 
twenty years, i.e. 1933, the Federal Treasury will have 
been enriched approximately five hundred million 
dollars. This on the assumption the reserve banks 
realize no further excess earnings. 

On the other hand if some great catastrophe should 
smite the nation’s banks, forcing the reserve banks to 
the wall, the member banks would lose not only the 
capital already subscribed but another equal amount 
in addition. 

It is one of the most ancient of all rackets: 
“Heads I win; tails you lose.” Uncle Sam is talking 
to the banks. 


Free Service for Uncle Sam 


In the matter of reserves the member banks gained 
and lost. They gained in that the amount to be set 
aside for unforeseen demands by depositors was re- 
duced from 15 per cent to 7 per cent in the case of the 
country bank; from 25 per cent to 13 per cent in the 
case of the New York bank. They lost in that the 
reserve banks pay no interest on this reserve. In view 
of the extraordinary prosperity of the reserve banks 
since the war, the country banks which must scratch 
to show earnings for stockholders are unable to ap- 
preciate the alleged necessity for this denial. 

There is another matter that irritates the banker. 
The Federal reserve banks perform a great many tasks 
for Washington which the government was formerly 
compelled to do for itself at considerable expense. 
The reserve banks collect taxes, make payments, pro- 
vide for the distribution of government security 
issues, and take care of maturities. At least ten per 
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cent of the total cost of operating the New York 
Federal Reserve Bank is incurred for the direct service 
of the government, for which the bank receives no 
remuneration. 

The banker who is asked to join the system finds 
this alluring prospect: He contributes to the capital 
of the system under the condition of double liability 
with a maximum possible return of six per cent. He 
places his reserve deposits in the “mother” bank, but 
gets no interest although these deposits are profitably 
used by the reserve bank. The reserve banks subsi- 
dize the government by performing valuable services 
gratis, even at the sacrifice, if necessary, of the meager 
six per cent due the member bank on its own stock. 
If any surplus is earned it all goes immediately or 
ultimately to Uncle Sam. 


No Bankers Wanted ! 


The member banker says: “This is a fine arrange- 
ment for Uncle.” 

When the system was organized there were twelve 
banks. Above the twelve banks was a board of seven 
members, later increased to eight. It might seem 
that the member banks who had provided all the 
capital, almost all the deposits, and most of income- 
earning business—who, in other words, owned the 
banks and nourished them—would have some voice 
in the selection of this board. The law blandly denies 
this right. More than that. Our Senate takes its 
duty to the ‘peepul’ so seriously that it is as difficult 
for a banker to get on that board, as it is for a rich 
man, according to biblical authority, to pass the 
pearly gates. When the statute was finally passed it 
seemed to say to the bankers of the country, “Come 
in. You furnish the money and the business and take 
all the chances. The President, with the advice and 
consent of the Senate, will appoint the brains.” Thus 
the structure of the reserve system rests upon flagrant 
proprietary injustice. 

The reserves which the member banks keep in the 
Federal reserve banks are there, ostensibly, to be used 
by the banks during those emergencies when till cash 
and clearing house balances fail to satisfy the demands 
of depositors. That is the purpose of a reserve. 
Here the law amusingly plays a little joker on the 
bank. A bank may in an emergency use this reserve, 
but may not make new loans or pay dividends until 
the legal balance is restored. 


What Is “Good Paper’’? 


This is fair enough, but if the usefulness of these 
combined reserves pauses there then the individual 
bank is no better off than before. The great appeal 
of the system was that this concentrated reserve, 
a great pool of liquid credit, could be moved with 
electric dispatch to any point of danger and resist the 
assaults of the mob. It is in the determination of the 
conditions under which this central reservoir may be 
tapped that the law provides bitter disillusionment to 
the small banker. 

The member bank may gain admission in one or 
more of three ways. It can offer its own promissory 
note for a maximum period of fifteen days, provided 
it can supply “eligible collateral.”” It may take bills 
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of exchange or promissory notes, which it has already 
discounted for its own customers, and discount them a 
second time with the Federal Reserve bank. 

This is called rediscounting and has never made 
great headway with American banks because the 
instrument of credit when returned to the customer 
bears the tell-tale marks of its use by the bank in 
securing the aid of the central bank. It is a confession 
of weakness which the bank strives to avoid. Even 
if disposed to use this method the bank is again 
limited by the “eligibility” requirements of the act. 

Finally, the bank may sell to the source of higher 
credit, bankers’ acceptances, a type of credit instru- 
ment which the ordinary bank outside of New York 
rarely acquires in the course of business. 

The entire difficulty here arises from the exacting 
and extremely narrow conception of what constitutes 
good bank paper. Eligibility in the eyes of the re- 
serve act seems to have little relation to safety. It 
seems to be concerned solely with the purpose to which 
the proceeds of a credit instrument have been devoted. 

The peculiar restraints of the law must be considered 
in the light of the fears and prejudices which animated 
the legislators who passed it. They were afraid that 
the potential expansion of credit inherent in the sys- 
tem might be abused and result in inflation. In the 
second place they were steeped with an insoluble bias 
against the stock market and were determined that 
none of the credit of this superbank would ever find 
its way into Wall Street. 


Absurd Restraints of the Law 


To allay their fears of inflation all paper except 
“Notes, drafts, and bills of exchange arising out of 
actual commercial transactions,” are barred from 
the central credit warehouse. No paper which has 
an investment purpose may be rediscounted or used 
as security for the bank’s own promissory note. To 
prevent the stock market from absorbing the vital 
credit supplies of the country and impairing its last 
line of defences, all stocks and bonds are excluded as 
collateral. An exception was made of Federal govern- 
ment bonds during the war and this represents the sole 
compromise with banking sin as conceived by the 
founders. 

A large part of the loans of an average bank have an 
investment character. Many of its securities from 
the very breadth and nature of the market must be 
ineligible as collateral. The combined statement of 
our national banks shows that only one loan out of 
every six and only one bond out of three can meet the 
delicately exacting requirements of the law. 

The statute leaves the interpretation of its eligibility 
rules to the Federal reserve. In many cases difficult 
decisions had to be made but with all due tolerance for 
the obstacles encountered the precedents which they 
establish confuse rather than clarify the law. 

In its general discussion of eligibility the Board says 
that it “must be determined by the purpose for which 
the proceeds are used. The use of proceeds to pur- 
chase goods for resale is a commercial purpose, ir- 
respective of the character of the goods.” The 
proceeds must not be used “to purchase articles which 
are in the nature of a permanent investment.” Let us 
now observe these rules in action. (Continued on Page 62) 
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Now You Call It 








We become embroiled in the age-old controversy of coin tossing 


Editor, World’s Work 
Dear Sir: 

Permit me to congratulate you on the interesting 

article by Joseph Stagg Lawrence, published in the 

* October number of World’s Work. The article is 
particularly relevant at this period of exaggerated 
pessimism. 

Unfortunately the author’s optimistic conclusions are 
somewhat shadowed by an erroneous appeal to the 
“field of mathematical ‘probability.” On page 31, 
in introducing a coin-tossing problem, he says: 

“The principle [of business recovery] can be illus- 
trated with a coin. If it be tossed up a sufficient num- 
ber of times and the falls recorded, it will be noted that 
half are heads and the other half tails. Every time the 
coin goes into the air a law of averages gives it an equal 
chance to fall with heads up or down. Now if it has 
turned heads up three times in succession the chance 
that it will fall reverse side up is materially increased.” 

Mr. Lawrence has neglected to bear in mind Ber- 
trand’s warning that the coin “has neither conscience 
nor memory.” With the thought that you may wish to 
set your readers straight on the coin-tossing problem a 
discussion based on Bertrand’s comments (see Calcul 
des Probabilités, 2nd edition, 1907, Preface, page xxii) 
is given herewith: 

A coin has been tossed three times and each time head 
has turned up; what bearing has this on the chance that 
tail will turn up on the fourth toss? Evidently, if the 
coin is perfectly symmetrical, the probability in favor 


ORLD’S WORK and Mr. Lawrence thus 

join the ranks of those who in centuries past 

have become involved in, and often baffled 
by, the law of probability. One of its will-o’-the- 
wisps is the equal-number-of-heads-and-tails assump- 
tion. 

What happens, on the average, if a coin is tossed 
an unlimited number of times is this: the difference 
between the number of heads and tails resulting will 
increase as the percentage of both heads and tails re- 
sulting approaches absolute parity, which is 50 per 
cent of the total number of tosses. The following 
equation, coupled with a table based upon a series of 
tosses, illustrates this paradoxical axiom: 

Let 2d = the difference between the number of 
heads and tails expected (being, in the lay opinion, 
zero); let n = the total number of tosses to be made; 
let A = an arbitrary constant, upon the value of which 
depends the probability that the difference between 
heads and tails will lie within the range 2d. Then, as 
n is increased, 2d will increase in accordance with the 
equation, d = kV ‘n. If we give k the value 3, then 
the probability is .7 that the difference between heads 
and tails for any given value of n in the table will not 
exceed twice the corresponding d. Although hypo- 
thetical and assuming a preponderance of heads, the 


of tail on the fourth (or any other) toss is one half; 
if we do not know that the coin is symmetrical, the fact 
that the first three tosses resulted in heads implies that 
the coin is loaded to favor head—and consequently 
the chances for tail on the fourth toss may be less, but 
cannot be greater, than 1 in 2. 

The assumption that the chances for tail on the fourth 
toss have been increased by the preceding sequence of 
heads is frequently based on the false premise that the 
greater the number of times that a coin is to be tossed, 
the greater the probability that an egual number of 
heads and tails will turn up. This dictum contradicts 
both the mathematical theory of probability and the 
empirical results of long series of tossings. The true 
facts of the case are as follows: 

The more tosses to be made, the greater the prob- 
ability that the difference between the number of 
heads and tails to turn up will exceed a specified amount; 
but, on the other hand, the greater the probability that 
the difference between heads and tails will lie within a 
specified per cent of the number of tosses to be made. 

For example, the probability of obtaining exactly 50 
heads in 100 tosses is much less than that of obtaining 
exactly 5 heads in 10 tosses; but the probability that 
the number of heads will lie between 40 and 60 when 
100 tosses are made is much greater than that it will lie 
between 4 and 6 if only 10 tosses are made. 

Yours truly, 
Epwarp C. Motina 
195 Broadway, N. Y. C. 


tabulation here given agrees with both the equation 
and the results of many series of actual tossings: 


Excess (d) of Percentage 
Total Heads heads over of heads 
tosses (n) resulting 50% of total resulting 
100 55 5 55 
900 465 15 51.7 
1,000,000 500,500 500 * 50.05 


The first such results recorded, the formal—and 
formidable—literature of probabilities discloses, were 
those of Buffon, French philosopher, who in 1760 
flipped a coin 4,040 times and listed 2,048 heads. 
Chief United States experimenter is Dr. J. E. Coo- 
ver, Stanford University professor of psychology, who 
has the results of 100,000 coin tosses in his files. 

Associated, from earliest times, almost exclusively 
with man’s gambling instinct, the theory of prob- 
ability now has become a handmaiden of industry 
(insurance, telephony, etc.) and is bringing into 
existence new methods of mathematical analysis. It 
is a coincidence worthy of note that Reader Molina, 
himself a mathematician of industry, bears the same 
name as the monk Luis Molina (1528-1581) who, 
blending science and religion, founded the doctrine 
of probabilism much used by the learned Jesuit order. 























































Ford Abroad 














By RALPH L. Woops 








ing the world” has been commonly used to 

refer to certain revolutionary changes in the 
world’s traveling habits. But of recent months these 
three words have acquired larger and more significant 
implications. Today the name Ford—or the term 
“Fordism,” heard everywhere in Europe—stands for 
that unique industrial civilization and business phi- 
losophy of which Henry Ford is the chief protagonist 
in this country and which is now being spread, largely 
by the man from Michigan, to the near and far cor- 
ners of the globe. 

The vast empire which Henry Ford has steadily 
been expanding throughout Europe, South America, 
and the Near and Far East—and in a different way in 
Russia—is causing both apprehension and approval; 
it spells prosperity for its employees, problems for its 


oe} RECENT YEARS the expression “ Fordiz- 
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competitors. It is a blessing or an evil, according 
to the viewpoint. 

In order at the outset to get the “feel” of this 
situation, an understanding of the major differences 
between Mr. Ford’s conception of the ideal industrial 
system, and the theories upon which the older in- 
dustrial systems have been built, is requisite. The 
major point of departure is on the question of wages 
and hours for labor. Mr. Ford proceeds on the theory 
that if a man gets more money for fewer working 
hours, it will help the employer quite as much as the 
employee. Short hours create more leisure for the 
workers. In turn these beneficiaries find the need 
for more things to consume. High wages make it 
possible for them to buy the things which greater 
leisure makes them desire. This increased purchasing 
power creates new markets for industry’s products, 
and the widening demand makes it possible 
to hire more people at still higher wages and 
even shorter hours. Here is a circle that re- 
volves as smoothly as the ball-bearing wheels 
of the finest of the ubiquitous Fords. 

The theory, if indeed it may be called a 
theory, that dominated industry throughout 
the world before ‘‘Fordism” was simply that 
the greatest profit lay in working employees for 
the most hours at the lowest possible wages. 

Now Mr. Ford’s intricate and highly effi- 
cient system of production machinery, both 
human and inanimate, also produces more 
merchandise at lower costs, quite without 
relation to the variation in hours and wages. 
In the United States it has been possible eas- 
ily to standardize production—to reduce the 
number of models, sizes, and varieties of the 
same article—and thereby to lower production 
costs. Furthermore, in America we have a 
nation of industrial experimenters and adven- 
turers. There are no stale customs and hoary 
traditions hobbling our progress. Most other 
parts of the globe have civilizations and in- 
dustrial orders which have evolved from crude 
beginnings reaching back hundreds of years. 





These motortrucks, in parade forma- 
tion in Moscow’s Red Square, are 
products of the ““Amo” assembly plant 
(present capacity 24,000 cars a year), 
which debouched its first lorry Nov. 
7, 1930. Ford parts were used; but 
the schedule called for substitution 
of Soviet-made parts last October. 
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Largest in all Europe is this huge auto- ‘ 
mobile factory at Nizhni Novgorod, 
constructed by the Austin Company of 
Cleveland. Model homes, clubs, 
shops, and schools for the workers 
and their families form an integral 
part of the ‘‘Austingrad’”’ development, 
which grew out of the Ford-Soviet con- 
tract signed in Detroit in May, 1930. 


They are steeped in habit and soaked in ob- 
solete or obsolescent doctrines. @ 

Here, then, are the broad, general outlines 
of the principal points of divergence between 
the industrial systems of the Old World and 
the New World. Both these systems produce 
goods which our civilization finds indispens- 
able to normal living. Since the goods must 
be produced, it is indisputable that the sys- 
tem producing them at the lowest cost, which 
today means in the greatest quantity, is the 
one which will dominate, provided no insuper- 
able artificial barriers are erected against its 
dominance. 

It simply happens that the Detroit manu- 
facturing genius leads in introducing this 
American industrial system into foreign 
lands. He is the foremost example of the 
new industrial order which this country is 
demonstrating and explaining to an attentive, 
if not wholly convinced, world. 

In the beginning was Detroit. Then a few 
exports to foreign countries. These exports 
increased. Sales agencies at principal points 
abroad were set up by Ford to manage the 
distribution of his ever increasing family. The Ameri- 
can automobile was becoming popular abroad, and 
the Ford led all the rest. Foreign motor manufac- 
turers were beginning to worry. Someone thought of a 
way to check this invasion—tariff walls. That method 
was learned from us. 

For a brief second Ford was stumped. The barrier 
could be hurdled, but it would raise the price of the 
car; and Mr. Ford does not raise prices if he can avoid 
it. His answer was to set up assembly plants in 
foreign countries; only the parts were shipped from 
the States. This saved money in freight and in tariff 
charges. And it was effective. 

But only fora while. Foreign motor manufacturers 
stiffened to the fight. Tariff walls were raised still 
higher. Propaganda against American imports was 
sprayed around the world in greater profusion. The 
toxin began its infection. Our exports fell. World 
depression set in. Thus was born the necessity for 
American industry to export chunks of its factories 
to countries which had erected tariff walls too high to 
scale. Ford, as might be expected, has led this trend. 

The principal medium through which Ford is ex- 
tending his foreign operations is the Ford Motor 
Company, Ltd., not yet two years old. This com- 
pany was formed to acquire the exclusive right of 
manufacturing, assembling, distributing, and market- 
ing Ford and Lincoln cars, Fordson tractors, and other 
Ford products in Great Britain, Ireland, the Channel 
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Courtesy Amtorg Trading Corporation 


Islands, the Isle of Man, all of Europe (except such 
parts of European Russia as are under the U.S.S. R.), 
Asia Minor (including Palestine and Syria), Arabia, 
Iraq, Persia, Afghanistan, Egypt, and certain parts of 
North Africa. 

In addition to these countries Ford Motors, Ltd., 
has the whole world as its territory for the sale of 
tractors now being manufactured at the new plant at 


Cork, Ireland. 


Cologne Supplies 85,000,000 © 


Not yet has the Ford organization found the neces- 
sity for a complete factory in every one of these coun- 
tries. In most of them are to be found subsidiaries 
of Ford, Ltd., which operate assembly plants “‘fed”’ 
with parts by the Ford units at either Cologne, Ger- 
many, or at Manchester, England. In each of these 
subsidiaries Ford, Ltd., holds not less than 60 per cent 
of the voting stock and thus controls their policies 
and operations. 

The Ford plant at Cologne, recently erected, builds 
automobiles for a combined population of eighty-five 
million people; Central European dealers sold, in 1930, 
more than thirteen thousand Fords, which were pro- 
duced at the old Ford plant near Berlin. Production 
at this new 43-acre Cologne plant is expected eventu- 
ally to reach its capacity of seventy thousand cars 
annually. Apparently the Ford officials are optimistic 
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Drawn by William Heyer 





Ford Empire Set-up 


Ford Motor Co. of Canada, with its 2,329 dealers, is an in- 
dependent enterprise supplying Ford products, the bulk of 
which it manufactures, to the British Empire (Great Britain 
and Ireland excepted).{Capital Stock: Authorized, 1,900,000 
shares Class A (no par value), 100,000 Class B (no value); 
issued and fully paid (as of Dec. 31, 1930), 1,588,960 shares Class 
A and 70,000 Class B. {Ford of India (with 130 dealers), Ford of 
Australia, of Malaya, and of South Africa are subsidiaries of 
Ford of Canada. 

Ford Motor Co. of England. Ford of U.S. A. holds 60 per cent 
of its 7,000 100 shares; the remainder was offered and sold to 
the general public. Capitalization was increased to £9,000,000 
-, voting the creating of 2,000,000 more ordinary shares. {Ford 
of England has a 60 per cent interest in its subsidiaries in France, 


Germany, Italy, Belgium, Sweden, Finland, Turkey, Spain, 
Poland, Holland, and Ireland; the remaining 40 per cent was 
offered to the public of the respective countries, except in the 
case of Sweden and Finland, where the minority holding is by 
Ford of Denmark. {Two thirds of the stock of Ford of Denmark, 
another subsidiary, is owned by Ford of England; the remaining 
third is held by the Danish treasury. 

Ford of U. S. A. controls, as wholly owned subsidiaries, Ford 
of Japan, of Brazil, and of the Argentine. 

The U. S. S. R. owns and operates a factory at Nizhni Novgorod; 
its establishment followed an agreement with Ford of U. S. A. 
Expected eventual capacity: 140,000 cars a year. 

Ford of Ireland, which manufactures tractors (reported annual 
capacity: 90,000), has the whole world as its territory. 
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Pocilnciion 


Ford is reported negotiating for the purchase of three steel mills 
in South Wales; he has also been reported as planning the erection 
of a factory at Belgrade, Yugoslavia. An assembly plant is defi- 
nitely in the building at Lisbon, Portugal. 

Ford Motor Co. of Australia is the assembling company; Ford 
Mfg. Co. of Australia manufactures certain parts and all bodies. 
Ford of Belgium. Annual capacity, 10,000 cars. Supplies 
Belgian Congo, Switzerland, and Belgium. 

Ford of Brazil. Boavista, a model city with a school, hospital, 
and so on, is nearing completion; it serves as headquarters for 
“Fordlandia,” the 2,400,000-acre Amazon Valley rubber planta- 
tion in the state of Para. 

Ford of Canada. Walkerville production (1930): 70,259 
automobiles, 2,186 tractors. 














and Sales 


Ford of Denmark supplies Denmark, Iceland, Norway, Latvia, 

Finland, Sweden, and Lithuania. 

Ford of England. Plant at Dagenham, with ultimate annual 

capacity of 200,000 cars, is under construction; that at Manches- 

ter will turn out replacement parts for older models. 

Ford of France supplies France and most of her colonies and 

dependencies. 

Ford of Germany. Annual capacity, about 25,000 cars. Its 

150 dealers supply Germany, Austria, and Czecho-Slovakia. 

Ford of Poland. Reported annual capacity, 4,000 cars. 

Ford of Turkey. Annual capacity, about 37,000 cars. Su 
lies 20 countries, including Egypt, the Sudan, Arabia, Somali- 

od, Mesopotamia, Syria, Palestine, Persia, Afghanistan, Greece, 

Rumania, algeria, and the A®gean Islands. 
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about the future, because they have taken a five-year 
option on an additional seventy-five acres adjoining 
the present plot. If the 1930 figures are any barom- 
eter this optimism is justified, for they show that last 
year’s production of German Fords was 29 per cent 
greater in volume and 23 per cent higher in value than 
the previous year. And this in spite of the depression! 

On the home grounds of the Ford Motor Company, 
Ltd., is now being rapidly completed the largest of its 
factories. This plant, at Dagenham on the Thames, 
includes an area of three hundred acres and will 
ultimately have a production capacity of two hundred 
thousand cars and trucks annually—an output said to 
equal that of all other English automobile works. 

Equally as important as Ford Motor Company, 
Ltd., is the Ford Motor Company of Canada, Ltd., 
which has headquarters and a huge plant across the 
border from Detroit. In 1930 this division of the 
Ford empire shipped seventy thousand cars valued at 
forty-five million dollars to its home as- 
- sembly plants, and across the seas to 
assembly plants in Australia, South 
Africa, India, and Singapore. The Can- 
adian plant is today an especially val- 
uable cog in the Ford machine because 
in exporting from Canada to points 
within the British Empire it enjoys the 
preferential duties accorded by one Do- 
minion to another. 

There are other Ford assembly plants 
and properties abroad not operating 
under either Ford, Ltd., or Ford of 
Canada. These are located at Yoko- 
hama and Mexico City, Buenos Aires, 
Rio de Janeiro and Sao Paulo, and 
Mexico City, and are usually supplied 
with parts for assembly coming direct 
from Detroit and transported by part 
of Ford’s own fleet of ocean vessels. 

Not content with his world-wide chain\ 
of industrial plants, Mr. Ford has’ 
stepped off the beaten path and pushed 
into the jungles of South America, where 
he is engaged in the growing of rubber 
on some two and a half million acres of 
wild land. Already portions of this 
territory have been cleared and hundreds of thou- 
sands of young rubber trees started on their way to 
maturity. Mr. Ford expressly stated that he was 
doing this to free the United States from dependence 
upon the British rubber-growing interests, which at 
present have a practical monopoly of crude rubber. 

So much reckless talk has been indulged in regarding 
Ford’s relations with Soviet Russia that an outline of 
their nature is pertinent. In May, 1930, Soviet 
representatives in Detroit signed a contract with 
Henry Ford by the terms of which Ford agreed, for 
the sum of thirty million dollars (to be expended for 
cars and tractors), to furnish the Soviet Automobile 
Trust with full sets of plans and specifica- 
tions for his automobiles, to supply the trust 
with seventy-four thousand complete sets of 
parts for assembly, to provide at cost a suf- 
ficient number of engineers to start the plant 
in operation, and to permit the Soviet to send 
a number of their engineers to study here. 


Keystone View 
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Sir Percival Perry, who is 
Ford of England’s head. 


Ford’s Canadian head- 
quarters, just across 
the border from De- 
troit, Mich., supply cus- 
tomers living all over 
the British Empire. 
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In another contract Ford agreed to the erection of 
a plant (to be built by the Russians and at their ex. 
pense) near Nizhni Novgorod. During the first two 
years the Russians will manufacture no cars at all; 
they will only assemble cars from parts supplied by 
Ford. During the third year 50 per cent of the cars 
will be manufactured by the Russians, and in the 
fourth year 75 per cent. After that the Russians will 
turn out cars wholly of their own manufacture. It 
is planned that the Russian plant will eventually pro- 
duce one hundred and forty thousand cars annually. 

By this deal both Ford and Russia have benefited, 
Russia obviously has made a good bargain. And 
Ford has, in a sense, won a victory for capitalism in 
that Russia, which long had grieved for the slaves of 
the conveyor belt, today can think of no higher goal 
than the emulation of the Ford, foremost symbol of 
mass production. 

In spite of the progress made toward international 
amity it is undeniable that there remains 
a vigorous resentment against any nation 
that is engaged in economic penetration 
of another country. The Empire of Ford 
has not escaped resentment. It is to 
Ford’s credit, however, that almost from 
the time his foreign activities assumed 
important proportions he realized that 
this feeling existed and accordingly took 
measures to overcome it, with profit both 
to himself and those who bore it. Ford 
recently said: 

“American industry was made by the 
pioneer spirit of men from Europe who 
came to the United States to find elbow 
room and opportunity. In this way 
Europe gave us of her best. Now that we 
are giving her back some of her benefits, 
I do not see how this can be regarded as 
an invasion. It is like a homecoming.” 

After all criticism which springs from 
merely prejudiced and irrational sources 
has been eliminated, it will be found that 
the chief objection usually is that the 
establishment by foreigners of factories 
and distribution organizations in a given 
country not only ‘competes with long- 
established home industries, but that the economic 
invaders actually send to the country whose citizens 
control the new enterprise the money which it has 
earned. This is in some instances a valid objection. 
In the case of Ford it is less true than of most 
other organizations, and it promises to be still less 
so in the future. 
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For instance, the Ford Motor Company of Germany 
has estimated that of its sales receipts for 1930, 75 per 
cent remained in Germany. It plans to raise the per- 
centage to 95 percent. Obviously, 60 per cent of the 
per-share earnings will leave Germany to be credited 
to Ford of England. However, this is relatively small 
in relation to the amount still remaining in Germany. 

Naturally, the bulk of the revenue received by 
Ford’s German organization from sales is used for 
wages to German employees and for 
the purchase of equipment and raw 
material, which purchases will be 
confined almost exclusively to Ger- 
many. Furthermore, practically all 
the remaining 40 per cent of the 
per-share earnings not received by 
Ford, Ltd., will remain in Germany, 
since it is Ford’s policy in selling 
stock in foreign companies to give 
preference to the citizens of the 
countries in which the subsidiaries 
operate. (It is not without signifi- 
cance that 15 per cent of the out- 
standing stock of Ford of Germany 
is held by the German Dye Trust, 
a powerful factor in German affairs.) 
Further proof of Mr. Ford’s dispo- 
sition and ability to dispel suspicion 
abroad is found in the circumstance 
that the German Ford plant at 
Cologne was built by a German 
firm employing only German work- 
men and German materials. This was by specific 
direction of the Ford officials. . 

Wherever there is a Ford organization, in short, it 
will be found that it becomes an integral part of the 
country’s economic life. 

Mr. Ford’s American critics accuse him of establish- 
ing factories and assembly plants abroad in order to 
profit by cheap labor. As a matter of plain fact, 
cheap foreign labor apparently has had no influence 
on Mr. Ford’s far-flung operations. He actually pays 
wages considerably higher than those prevailing in 
each of the many countries where he has his plants. 
And he pays these higher wages for fewer hours. 

The average wage paid in German factories is thirty- 


Courtesy C. N. R. 


- five cents an hour; Ford wages average about seventy 


cents an hour in Germany, and German Ford white- 
collar workers receive 50 per cent more pay than do 
their fellows employed by other companies. The 
average wage paid at the Ford Turkish plant is a little 
more than eighty cents an hour, which is more than 
the average industrial wage for that country. In 





W. R. Campbell, president 
of Ford (Ltd.) of Canada. 
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Japan the Ford minimum wage is three dollars a day 
as against wages 40 per cent less paid to Japanese 
workers in similar lines of work. The Indians em- 
ployed on the Ford rubber plantation in Brazil receive 
about thirty cents per day, whereas before his arrival 
they received a few cents a day. 

Changes in many of these wage rates appear in- 
evitable, for Ford has ordered an inquiry to determine 
exactly what he must pay the workers in the seventeen 
European cities in which he has, or 
plans, factories, so that they may 
receive in purchasing power the 
equivalent of the Ford minimum 
wage of seven dollars a day at De- 
troit. In other words, when this 
determined scale is made effective 
the European Ford workers will be 
enabled to acquire the same stand- 
ard of living that the Ford worker 
in Detroit now enjoys. 

The effects which this Ford wage 
policy will have on European indus- 
try are bound to be important and 
probably permanent. On the part 
of the masses the response will natu- 
rally be one of greater good will 
toward the American and his prod- 
uct. At first the effect on European 
industrialists probably will be one of 
lessened good will. 

A fair parallel may be drawn be- 
tween this putative European situa- 
tion and that ensuing upon the time in our own 
country when Mr. Ford first put into practice his 
then unprecedented theory of high wages and short 
hours. Then American industrial leaders lay awake 
nights trying to determine how this subversive man 
could pay such high wages and still make moge 
money, while at the same time he sold his prod- 
uct at an absurdly low price. 

European manufacturers are now experiencing the 
same insomnia and the same puzzlement. They will 
be forced to conclude, as have their American counter- 
parts, that Ford methods can double or treble the 
customary output per man; and they will study those 
methods, copy them, perhaps improve upon them in 
some respects. 

It has been said by some that the Old World cannot 
adopt our mass-production methods because they 
have not the power to change the nature, training, and 
habits of their people to the extent prerequisite. 
They insist that their ‘cultural development conflicts 
with that of a population of machine tenders. This 
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Fordson tractors crouched outside the Stock- 
holm plant, one of Ford of England’s units. 





Twenty countries look to Istanbul for their 
yearly supply of approximately 37,000 Fords. 





A 43-acre site at Cologne caters to the wants 
of Germany, Austria, and Czecho-Slovakia. 





Photos by Ewing Galloway 
The output of the assembly plant at Copenhagen 
is destined for Scandinavian owners mainly. 
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is to hold that European human nature is proof 
against the magic of self-interest. The argument js 
untenable. It is effectively refuted by figures re. 
cently made public by the Ford Motor Company, Ltd., 
based on a study of production costs for each of its 
many European plants. This study showed that 
high wages reduce the unit cost in mass production 
and that low wages increase production costs. This 
has been the experience of industry in our own country, 
In Denmark, where Ford wages are the highest paid 
in Europe, production costs were lowest. In Antwerp, 
where wages are lowest, production costs are the high- 
est. When the minimum wage at the Antwerp plant 
was increased, an almost immediate reduction in pro- 
duction cost was effected. 

Still more important, and surprising, was the re- 
mark of Sir Percival Perry, chairman of Ford, Ltd., 
who said, “Given like conditions and treatment, our 
workers here in Europe actually beat their American 
cousins as is proved by the standard of our minute 
costs.” 

Other Europeans have been alert to the changes 
quietly going on about them. Industrialists such as 
André Citroén are demonstrating to their countrymen 
the wisdom and the practicability of modernizing their 
industrial methods and machinery. 

In Germany, Italy, and Czecho-Slovakia there are 
other individual companies profiting because of their 
modern production methods. 

It would require some hardihood to venture to fore- 
cast exactly what economic consequences will flow if 
and when these potential changes in the world’s 
economy shall take place. 

Yet one of the almost certain results of a world 
adoption of mass production is that the standard of 
living for the masses will rise. This is so because to 
have mass production we must have mass consump- 
tion, which in turn requires for its success the granting 
of higher wages and fewer hours of labor. Again, the 
smoothly revolving circle! 


Others Would Follow Suit 


Those here at home who criticize American industry 
for setting up foreign factories usually stress the fact 
that foreign workers benefit by the employment and 
that much of the output is exported to the United 
States—which puts still more men out of work. There 
would be much more point to this argument if we did 
not have a high tariff. Under this protective tariff, a 
great deal of the products of American-owned plants 
abroad cannot successfully compete with the home 
industries. Ford’s tractor plant at Cork is an im- 
portant exception and a favorite illustration cited by 
American critics of branch plants abroad. Ford trac- 
tors move duty-free into the United States as agri- 
cultural implements. As a fair illustration, this case 
of the tractor is slightly awry because the importation 
of Ford tractors is very light and because not many 
articles manufactured by our branch plants abroad 
are allowed entry here free of duty. 

There are certain consequences which this empire 


.of Ford already has had on our automobile industry 


both at home and abroad, while others are in prospect. 
In the first place, the extension of the Ford dynasty 
to foreign lands has induced several competitors of 
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Photos Wide World 


Ford in America to do likewise. General Motors, 
naturally, has been particularly aggressive in this 
respect. Although both Ford and General Motors 
work to the same end, they do so by different methods. 
Ford establishes his own subsidiaries, creates his own 
organization; General Motors practice is to buy sub- 
stantial holdings in foreign motor companies. The 
theory behind this procedure is assumed to be that by 
buying into native industry the invading Americans 
incur no ill will from the people of those countries, but 
instead acquire the good will their new associates for 
years have been creating. 

With the continued success of Ford abroad it is not 
at all unlikely that those of our motor manufacturers 
who have not yet engaged extensively in foreign manu- 
facturing and assembling soon will be encouraged to do 
so. That the continued expansion and popularity of 
Ford abroad may have the effect of driving some of 
the American automobile manufacturers now operating 
in Europe back to their native shores—a suggestion 
frequently advanced—seems as unlikely as that Ford’s 
American operations will drive his domestic com- 
petitors out of business. 

It must be apparent from even a cursory survey of 
the changes actually effected, and faintly discernible in 
the future, that the new industrial order initiated by 
Ford in the Old World is pregnant with social conse- 
quences probably even greater than the more im- 
mediate and tangible ones now here. 


Paying for Prosperity 


In the first place, the high-wage-fewer-hours theory 
of the American industrial invaders, if adopted by 
Europe, will raise the living standards of the Old 
World masses. Increased leisure will result, with 
consequently more opportunity for recreation and 
pleasure seeking—and the wherewithal to seize the 
opportunity. With greater concentration upon the 
seeking of pleasure, it is logical to suppose that moral 
and material standards may undergo revision. It 
may even come to pass that Europe, having so long 
chided us for our concern with money making, will 
find that her own people, given a taste of the fruits of 
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When Henry Ford goes to 
England he will head for the 
estate he recently acquired. 
His beau geste can hardly 
fail to gain Britishers’ good 
will; for when one acquires 
even a part-time home among 
strangers he becomes 
a neighbor and a friend. 
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efficiency, likewise turn their attention more and more 
to the quest of pounds, francs, and marks, because of 
their efficacy in realizing their extraneous interests. 

Though mass production will spell greater pros- 
perity for the workers of the Old World, they must 
pay for it. The price to them will be the forgoing of 
long lunch hours, friendly chats during work, loafing 
and smoking on the job—a farewell, in fact to all those 
easy-going habits that attended working under the 
old industrial order. 

It has been the practice of many European labor 
unions to limit the output of the workers so that jobs 
would be available for all. When the workers learn 
that greater production means more money for them 
they may possibly spurn the advice of labor-union 
officials. Or, fast in the grip of time-born conserva- 
tism, they may not. In which case the empire of Ford 
may fall, even as many of its mighty political fore- 
runners have fallen. Just now this fate seems un- 


likely. 
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Name of Bank Name and Title of Official 








*Bank of America, Dr. Attilio H. Giannini, board 
| N. A. chairman 

















Edward Coleman Delafield, presi- 
dent 


Bank of New York & 
Trust Company 


John C. Traphagen, president 








Bankers Trust 


Company 


Seward Prosser, chairman of the 
managing committee 













Brooklyn Trust Com- 
pany 


George Vincent 
president 


McLaughlin, 


Central Hanover 
Bank & Trust 
Company 


George Willets Davison, president 


Chase National Bank Albert Henry Wiggin, chairman 
| of the governing board 


Chatham Phenix Na- Louis Graveraet Kaufman, presi- 
tional Bank & Trust dent 













Chemical Bank and Percy Hampton Johnston, presi- 
Trust Company dent 


| **City Bank Farmers’ James Handasyd Perkins, presi- 
i Trust Company dent 


Corn Exchange Bank Walter Edwin Frew, board chair- 








Trust Company man 
| Henry Ayres Patten, president 
Empire Trust Com- Leroy Wilbur Baldwin, president 


pany 
First National Bank Jackson Eli Reynolds, president 


Trust 














Guaranty 
Company 


Charles Hamilton Sabin, board 
chairman 
William Chapman Potter, presi- 


| dent 
| Irving Trust Com- Lewis Eugene Pierson, board 
pany chairman 


Harry Edwin Ward, president 





Manhattan Company Paul Moritz Warburg, board 
chairman 
Park Alexander Rowley, president 





Manufacturers Trust 
Company 


Harvey Dow Gibson, president 


National City Bank Charles Edwin Mitchell, board 


chairman 





New York Trust Com- 
pany 


Mortimer Norton Buckner, 
chairman of the board of 
trustees 

Artemus Lamb Gates, president 








*In process of absorption by the National City Bank. 
** Affiliate of the National City Bank. 

















Manhattan Rollcall 


Place of Birth 


San Jose, Calif. 


Westhampton Beach, 


N. Y. 


Nyack, N. Y. 


Buffalo, N. Y. 


Brooklyn, N. Y. 


Rockville Center, 
Ne Ee 


Medfield, Mass. 


Marquette, Mich. 


Lebanon, Ky. 


Milton, Mass. 


Brooklyn, N. Y. 
Philadelphia, Pa. 


Rutland, Vt. 


Woodstock, Il. 


So. Williamstown, 


Mass. 
Chicago, Ill. 


Metuchen, N. J. 


New Haven, Conn. 


Hamburg, Germany 


Fredericton, N. B., 


Canada 


North Conway, N. H. 


Chelsea, Mass. 


New Orleans, La. 


Cedar Rapids, Iowa 





College 





University of Cali- 


fornia 





Princeton 


None 


None 


Brooklyn Law School 





Wesleyan and N. Y. 
University 


None 





None 


None 


Harvard 


None 


None 


None 


Stanford University 


None 


Massachusetts Insti- 
tute of Technology 





None 

Yale 

Real Gymnasium, 
Hamburg 

None 


Bowdoin 


Amherst 


Yale 





Yale 























Big Bankers 


FIRST 


MATIONAL 
BANK 























Wiggin. “The country lad and the small- 

town boy have come to the big city and 
made good. They are the big bank presidents of 
today. By far the larger proportion of the controlling 
positions in the biggest banks in the biggest city in 
the United States today are held by men who came 
from small towns.” 

The man who wrote the adventurous “success” 
books that the boys of a generation ago devoured was 
not so fantastically romantic as some imagined. There 
was, as time has proved, a chord of truth in these 
optimistic Alger tales. Small-town boys by the 
thousands did come to the big city, got positions in 
banks, and a few worked up to be bank presidents, or, 
sometimes, married the bank president’s daughter. 

It is a curious fact that not one of the men in control 
of the eighteen leading banks in New York City was 
born on the Island of Manhattan. Not only were they 
not, with two Brooklyn exceptions, born in New York 
City but they came for the most part from small towns. 
To the layman a phenomenon, it is to the bankers 
themselves a commonplace. For many years they 
have had a little ceremony, an old reminder of which 
they seem never to tire. 


Piss. Alger was right,” said Albert H. 


HENEVER a new member is to be received into 

a New York banking firm, he is tendered a din- 
ner of welcome to which are invited important 
executives of the metropolitan banking world. Ata 
time-honored moment, the master of ceremonies rises 
and inquires: “Will all those who were born in New 
York please rise?”’ Invariably two men, and two only, 
scramble to their feet; the rest, with a much greater 
sense of pride, remain firmly rooted to their seats. 

Is there any significance in the fact that hinter- 
landers hold almost all of the controlling positions in 
the eighteen largest banks in New York? The pro- 
portion seems far too large to be explained by coin- 
cidence. We spoke to Mr. Wiggin, the biggest banker 
of them all, chairman of the Chase National Bank’s 
board, about it. 


come from 


Little Towns 


Drawings by LEONARD HOLTON 


“Yes, the statement is perfectly true. The explana- 
tion? The same condition holds good, I presume, for 
most big businesses in New York, though not to the 
same extent as in banking. The blanket explanation 
is that New York is the natural goal of the best and 
most ambitious men the country can produce. The 
fe.ct that so large a proportion of those who fill the big 
positions in banks come from small towns has a special 
significance. Success in any line depends upon ability 
to overcome difficulties, and the small town presents 
more hardships and greater difficulties—so valuable 
in the building of character—than the big city. 

“In addition, the small-town bank offers greater 
opportunities for learning the banking business in all 
its branches. In big cities the banks are so highly 
departmentalized that a man in a minor position does 
not have the opportunity of moving from one depart- 
ment to another that the young man in the smaller 
bank has; therefore, he is likely to remain longer in one 
department than is good for him.” 


T WILL be seen that nearly half the men on this list 
of leaders had no college education. Commenting 
on this, Mr. Wiggin said: 

“T don’t believe that a college education makes a 
better business man or increases his ability to make 
money. It certainly is not a necessary ingredient in 
the make-up of a banker. Four years spent in the 
business would help him more than the same four 
years spent in college. But, when he has made his 
money, four years of college training should add enor- 
mously to his appreciation of values other than mone- 
tary, and to his capacity for achieving and giving 
happiness.” 


FIRST 


MATIOWAL 
BANK 
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Ewing Galloway 


Rapid-fire tactics have been adopted here in 
the hope that the fusillade will break off the 
T-shaped attachment at the mouth of the well. 
Once the flame can shoot directly upward it 
will be easier for the men to approach the well 
head and shut off the flow of gas and oil. 





Alvin C. Krupnick Corp. 


M. M. Kinley, of Tulsa, Oklahoma, 
the most famous oil-fire fighter of to- 
day, and his brother Harry are al- 
ways to be found where men battle 
the great conflagrations of the West. 








Asbestos-clad fire fighters advancing 
toward a blazing well head with asbestos- 
wrapped giant steel oil drums filled with 
dynamite. Decidedly hazardous business! 









Courtesy Johns-Manville Corp. 







Shoot the 
Works 


(For text turn to page 4) 
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Ewing Galloway 


Asbestos suits for oil-fire fighting 
are made to order. To the helmet 
is attached the deep shoulder 
cape. The free-vision window is 
set with thick mica, and asbestos 
shoes or boots are steel-riveted. 
Asbestos gloves of full-finger, one- 
finger, or mitt style complete this 
modish warm-weather costume. 












The Romano-Americana Company, 
at Moreni, Rumania, is famous 
for its “permanent” fire. Test 
Well No. 160 has been burning 
since May 22, 1929. It has cost 
the lives of a dozen men and the 
expenditure of a million and a half 













_— dollars—and still it burns! The 
if to- Rumanian government now hopes 
> al that M. M. Kinley will at last 
“oe succeed where others have failed. 


Keystone View 
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Courtesy Caterpillar Tractor Co. 
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This East Texas well burned for 
two weeks and still resisted every 
effort to extinguish it. Finally a 
tunnel was pushed through 170 
feet of earth 25 feet below the 
surface of the ground to the main 
outlet of the well, where part of 
the flow of gas and oil was cut off 
and the fire put under control. 
This picture was taken on July 
7, 1931, and shows how tractors 
are used to clear the surrounding 
ground of machinery, drill pipe, 
and other debris. This is particu- 
larly essential if dynamite is used. 


Fire shields of one type or another 
are an important part of oil-fire 
fighting equipment. Some are of 
rigid asbestos-covered framework. 
These shown here are of corru- 
gated iron. Until they become 
red-hot, these protect workers 
from flame and burning oil and 
enable them to push nearer the 
center of the trouble. Behind the 
protecting screen may be seen a 
nitroglycerin ‘“‘cartridge,” with ab- 
bestos-wrapped cable attached, 
which is to be placed directly over 
the blazing geyser and detonated. 


Courtesy The Lamp 
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SCRAPBOOK 


THE ENTIRE WORLD OF HUMAN ENDEAVOR IS EMBRACED 
IN THESE NOTES AS TO WHAT GOES ON ABOUT THE GLOBE 


RUBBER-TIRED motorbus which 
runs on the railroad track has been 
undergoing tests in France. It looks so 
good to the officials of the metropolitan 
railways of Paris that they have placed 
an order for thirty cars for suburban 
use. The tires have an air pressure of 
85 pounds a square inch; there is a 
flange in the inside of the wheel to keep 


‘ the bus from jumping the track. The 


smooth roadway makes it possible to 
build the vehicles much lighter than the 
usual kind. They can travel sixty 
miles an hour almost without noise, 
with comfort to the passengers, and at a 
fuel economy of twenty-five per cent as 
compared with highway buses. The 
adhesion of rubber to steel is found to be 
much greater than that of steel to steel; 
hence quicker starting and stopping. 


On the coast of a certain island of New 
Zealand the beaches are composed of a 
heavy black sand. This is pure tron 
oxide in almost unlimited quantity. 
Attempts have been made without success 
to work these deposits profitably but now 
an American syndicate seems to have 
evolved a method of doing it. It is be- 
lieved that it will be possible to produce 
high-quality steel at low cost. 


| ee DON has begun to do something 
about the statue problem. The 
city is infested with hundreds of monu- 
ments most of which cannot readily be 
identified by any living person. These 
statues obstruct traffic and offend the 
eye. Sometimes, as in the case of the 
Albert Memorial, Britishers point to 
them with melancholy pride as exam- 
ples of the world’s worst art. West- 
minster Abbey is overcrowded with 
bulky marble memorials and the dean 
has begun to weed out some of the more 
painful specimens. Now there is a 
widespread demand for the removal 
of ex-heroes from the streets and parks. 


Directing motor traffic by the aid of 
airplanes has proved its usefulness in the 
New York region where traffic snarls are 
at their worst. This is how it works: 
The observer goes up two thousand feet 
and views the landscape. He sees some 


roads packed to suffocation while good 
alternative routes are little used. From 
the airport exact information is telephoned 
to the police who route traffic accordingly. 
While the national air races were going 
on at Cleveland the aerial traffic cops were 
of great service in reducing congestion. 


T THE Westinghouse plant in 
Newark a mechanical robot re- 
cently sorted 1000 letters into 100 
receptacles in ten minutes without 
an error. A public-utility company in 
the Middle West uses the device for 
distributing bills which are to be sent to 
100 cities and towns. The machine looks 
something like a billiard table. The 
envelopes move along on a belt and each 
contains a code sign representing a town. 
An electric eye “ reads” these marks and 
flashes an impulse to a mechanical hand 
which puts them into the right recep- 
tacle. If any envelopes are mutilated 
or stuck together, the almost human con- 
traption throws them into a special box. 


Radio manufacturers are taking up a 
line which has been rather neglected in 
recent years: the production and sale of 
self-powered or battery sets. Because of 
their greater convenience the “ plug-in” 
sets have largely supplanted the older 
type in the more thickly populated regions, 
but it is estimated that there are over 
8,500,000 homes which are beyond the 
reach of the power lines. The Federal 
Radio Commission finds that this is a 
potential market worth cultivating. 


HERE are 156,440 physicians in this 

country, one to every 800 inhabit- 
ants, but they are not distributed as 
evenly as they should be. Walter J. 
Greenleaf of the Federal Office of Educa- 
tion points to such a wide discrepancy 
as one doctor to 500 persons in Cali- 
fornia as‘ compared with one to 1,400 
in South Carolina and Montana. About 
one fourth of all physicians are special- 
ists, rather than general practitioners, 
and Dr. Greenleaf believes that the 
tendency to medical specialization has 
gone too far. Our supply of doctors, 
incidentally, is no longer increasing as 
fast as the population, 
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A new law in New Jersey imposes a 
tax of three cents a square foot upon road- 
side signboards. Most companies (for- 
tunately) will not pay this tax and 
officials have already removed 25,000 
signs. Destruction of these eyesores will 
greatly improve the highways. 


some day the countries 
to the south of us will do business 
with a uniform gold coin, the Pan- 
Americano, which will circulate at fixed 
rates of exchange along with the various 
national issues. The Pan-Americano 
already exists as a monetary unit of 
account, but it is only a bookkeeping 
device and not real money. In colonial 
times the Spanish peso was the standard 
for commerce of the entire western 
hemisphere, but now we have a com- 
plicated mixture of the American, 
English, and French systems. The 
silver depression has further unsettled 
rates of exchange and emphasized the 
need for an international coin. 


Great Salt Lake is growing saltier. 
This past summer the water was found to 
be something like twenty-five per cent salt. 
The reason ts the low water level, the 
lowest in a quarter of a century. Weather 
Bureau officials say that because of 
drought conditions Utah's famous lake 
will probably continue to recede in 1932. 


HERE was a great increase in 

America’s gold production last 
year, despite the falling off in the mining 
of complex ores from which a large part 
of the metal is derived. The big gain is 
attributed by the Commerce Depart- 
ment to placer mining by the unem- 
ployed. There was also an increase in 
the amount of scrap gold coming in. 

(Continued on Page 63) 
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Ship, train, and truck all play 
their needful part in transporting 
goods from producer to consumer. 
But the route is sometimes un- 
necessarily devious, and progres- 
sive communities, faced with prob- 
lems of congestion, are seeking 
traffic shortcuts. Certain of our 
larger cities, by devising improved 
terminal facilities, have succeeded 
in reducing time of transit from 
consignor to consignee by twenty- 
four hours or more. The savings, 
direct and indirect, more than pay 
for the many alterations required. 





Henry E. Winzenried 





Short-Sighted Chimney Chasing 


C fron more than a generation, American cities 
have been gayly chasing smokestacks. Un- 
fortunately, in their factory-seeking campaigns, 


Most of the badly timed boom campaigns have 
been directed at industries located in Eastern 
industrial cities, with the result that many of 































numbers of cities have put the cart before the 
horse, blindly employing strong-arm and poorly 
founded sales efforts. They have failed to take 
steps, first of all, to create the best possible in- 
dustrial environment—trusting that environment 
to attract, in due course, needed industries. 

And the “‘best possible industrial environment” 
has three fundamental factors: lower costs and 
better operating coriditions, closer contact with 
markets and sources of raw material, and escape 
from congestion, rising costs, high taxes, and 
other burdens. 





these communities have suffered material losses. 

But within the past three years, counter cam- 
paigns have been started by these Eastern cities 
with results by no means discouraging. 

In this internecine warfare, little attention has 
been paid to the development of improved dis- 
tributing facilities or to the reduction of the 
almost intolerable costs of distribution. Unless 
more general and more intelligent attention is 
paid to this problem the backs of many important 
industries are going to be badly strained by the 
load they are compelled to carry. 
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By ANDERSON PACE 


Expert in Traffic Engineering 








How the new terminals speed up less-than-carload freight 


country and divided against itself by water 
barriers which completely interrupt the flow 
of inbound and outbound traffic—is soon to have 
facilities which will go far toward a solution of a 
peculiarly knotty less-than-carload freight problem. 

Ten years or more have been devoted by the Port 
of New York Authority to the study of the costly, 
troublesome methods used by shippers on Manhattan 
Island; meanwhile tall buildings, multiplied, added to 
street congestion and the great system of docks fring- 
ing the city became a menace to commerce because 
of the many pickups and deliveries that are necessary 
for inbound and outbound shipments by sea. 

Some two years ago a tentative solution was con- 
ceived and outlined which required the coéperation 
of each of the eleven trunk lines serving the New York 
area. After months of negotiation came unanimous 
agreement (on the last day of December, 1930) to put 
into effect a new system of delivery and pickup on 
inbound and outbound shipments, and to provide a 
central clearing house for less-than-carload freight. 

Foundation work for this Union Inland Terminal 
was undertaken early in 1931, and bids for a fifteen- 
story fireproof superstructure of concrete were opened 
on September eleventh of this year. The building 
will occupy the block bounded by Eighth Avenue, 
Ninth Avenue, West Fifteenth Street, and West Six- 
teenth Street, Manhattan. 

When the plan is put into operation each railroad 
will load freight at its present terminal into motorized 
ecuipment for movement via ferries and tunnels to the 
new Inland Terminal, where the freight will be sorted 
and classified for delivery to consignees. 

Consignees, in turn, will call at the Union Inland 
Terminal and receive the assembled and classified 
freight—and, in the same manner, deliver outbound 
freight to the terminal, where the railroads will pick 
up the shipment and relay it by their own trucks to 
their own rail terminals in Manhattan; New Jersey, 
and elsewhere. : 

The cost of this operation performed by the rail- 
roads should be absorbed in the line haul, and the 
result will be not only an expediting of shipments but a 
lowering of costs. 

Union Inland Terminal No. 1 is far from being the 
first scientific attempt to solve the distributing prob- 
lem of the American city. 

Nearly a generation ago the sponsors of the Chicago 


Ni’: YORK CITY—cut off from the rest of the 


Junction Railway in Chicago, realizing the need for 
a more efficient distributing system, acquired property 
along the rails of its belt line and created a model 
district where industries could receive and ship mer- 
chandise more expeditiously, reduce intramural de- 
livery costs, be freed from the congestion of downtown 
city locations, profit by codperation, and otherwise 
get the jump on competition less favorably located. 

Parallel developments took place on the other belt 
lines serving Chicago, notably on the Belt Railway 
at its Clearing Industrial District, which, like the 
Central Manufacturing District of Chicago, was 
planned as a model area for warehouses and factories. 

With such facilities, it is not surprising to find that 
in number and character of service, Chicago’s rail- 
water-truck terminals for many years surpassed those 
of any other metropolitan center. 


Chicago Led the Way 


The Midland Warehouse & Transfer Company, 
although established as far back as 1907, and now 
operating nearly a million square feet of floor space, 
provided an all-around, modern service. 

The services referred to included Universal freight 
stations, at which shipments to and from all lines 
could be delivered and picked up; a freight forwarding 
service; a reshipping service; complete motortruck 
service; direct trackage connections within the build- 
ings; a connection with all railroads entering the city; 
warehouse and office space. 

Likewise, the Crooks Terminal Warehouses in the 
Clearing Industrial District’ (operating nearly a 
million square feet of floor space) have afforded a 
comparable service for nearly twenty years. 

The Central Storage & Forwarding Company, with 
six interconnected units and a gross floor space of 
more than 1,300,000 square feet, provided modern 
space for warehouse, office, and manufacturing pur- 
poses. In addition to trackage within the building 
and fifty-car switchtrack, it improved its internal 
handling facilities by the operation of a tunnel system, 
through which electric tractors afford quick and 
economical transfer from one unit to the other and 
from warehouse floor to loading platform. 

The latest and, to date, the greatest development in 
Chicago is the great Merchandise Mart, sponsored by 
Marshall Field & Company. This great structure, 
using air rights over the tracks of the Chicago & North 
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Western Railway, has nearly a hundred acres of floor 
space and, in addition to warehouse, display room, 
and office space, includes in its facilities Universal 
freight station, express station, retail stores, bank, 
restaurants, club rooms, meeting rooms, codperative 
services, and a broadcasting station. 

Developments like these probably account for the 
fact that Chicago is the principal distributing center 
of the United States. Why other important cities 
did not long ago duplicate such facilities (as they 
duplicated the skyscrapers of New York and Chicago) 
is a question. However, awakening has come—at 
least to a handful of cities. 


The Great Awakening 
In Dallas, Texas, the Santa Fe Railroad has erected 


a terminal building with more than a million square 
feet of rentable area of office, sample room, display 
loft, warehousing, and manufacturing space, provided 
for local and national firms. 

St. Louis is now advertising the St. Louis Mart, 
similar in many particulars to the others, but being 
able to include, due to its downtown location, extended 
display and store space, together with exposition 
rooms on the main floor and on each of the warehouse 
floors. Like the Merchandise Mart in Chicago, this 
institution includes restaurants, auditoriums, meet- 
ing rooms, offices, and a broadcasting station. 

Atlanta, Georgia, is seeing the development of a 
similar model terminal employing the air rights over 
the site of the old Union Station in downtown Atlanta, 
where the Dixie Terminal Company is building a 
combination office building, warehouse, loft building, 
and cold-storage plant to provide efficient centralized 
distributing service ‘for the Atlanta zone. 

Two years ago Portland, Oregon, engineered a sur- 
vey to determine what should be done to bring about 
a consolidation of freight-handling facilities, and the 
Dock Board of that city is even now seeking to work 
out a practical solution. 

For several years the Board of Commissioners of 
the Port of New Orleans have been seeking data to 
provide a foundation for a practical plan of distri- 
bution in the Port of New Orleans, and the final 
report of program and plans will be presented before 
the end of 1931. 


Bush Terminal, Manhattan 


Undoubtedly, however, the largest and most diversi- 
fied terminal development in the United States is the 
institution operated by the Bush Terminal Company 
of New York. Its manufacturing division includes 
eighteen buildings, with nearly six million square feet 
of space, and representing the occupancy of more than 
three hundred firms. 

The warehousing properties include more than one 
hundred and twenty buildings, with a capacity of 
twenty-six million cubic feet, plus a refrigerated unit 
of one million cubic feet capacity. The institution is 
the largest single codrdination of transportation and 
industrial facilities in the United States, and it accu- 
rately justifies the definition of an “industrial city” 
given to it by its owners. 

Railroad yards with capacity for one thousand 
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cars, thirty-five miles of track, a magnificent system 
of docks, local and suburban cartage, public freight 
station for all general lines, post office, telegraph 
office, express office, and numerous other facilities 
are included in this gigantic industrial community, 
An excellent location, a natural base of supplies, every 
facility for receiving and manufacturing, stocking and 
redistributing merchandise, combine to set the Bush 
Terminals apart from the general run of industrial 
and distributing institutions. 

A composite of these several developments would 
embody most of the principles and features underlying 
the program of the Port of New York Authority. In 
the case of this newest distributing unit, however, the 
codperation of the railroads plays a unique part. 

Under the agreement between the Port Authority 
and the various railways serving the New York area, 
the former leased to the railroads a portion of the base- 
ment and ground floor, which will be delivered to them 
as an operating entity by May 1, 1932. These two 
floors will be given over to the operations of the L.C. L. 
Union freight station. 

The fifteen floors above the L.C.L. freight station 
will be leased for commercial, manufacturing, in- 
dustrial, and office uses, with the entire Eighth Avenue 
frontage reserved for offices and display rooms. The 
ground floor facing Eighth Avenue will be prepared 
for occupancy by stores, banks, and so on. 


Union Inland No. 1 


One feature of particular interest is the system of 
truck elevators which will make possible the delivery 
of loaded motortrucks directly to the tenants of the 
upper floors. These tenants, likewise, will have 
direct access to the L.C.L. station and be able to 
deliver and receive shipments to and from this station 
for all railroads serving the metropolitan zone. 

The location of Union Inland Terminal No. 1 will 
contribute considerably to the efficiency of its oper- 
ation, since it is just two blocks from the new North 
and South Motor Express Highway and within a 
mile of the entrance to the Holland tunnel to New 
Jersey and to the proposed Midtown tunnel. 

No railway tracks enter or serve the building, but 
this handicap will be neutralized by the fact that all 
carriers will provide, at their own expense, a truck- 
shuttle service connecting the terminal directly with 
each railhead in the New York zone. 

To conclude, little by little the cities of the country 
are becoming aware of the fact that if distribution 
breaks down, industry is apt to go with it. The prob- 
lems, of course, must be solved on a nation-wide 
basis; but in character, intensity, and acuteness, they 
are peculiarly urban. 

Most of the population of the United States is in the 
city. More than one fourth of the population of the 
United States is located in and around cities of more 
than three hundred thousand population. The den- 
sity of population in these cities is increasing. The 
consumption of goods in these cities is growing, and 
that consumption involves movement of goods. 

‘ American business and American cities are suffering 
from an acute case of distributive constipation, and 
much research and labor must yet be expended before 
a crises is averted and a complete cure found. 








ies 


on 
n- 
ue 


ed 


of 
ry 
he 
ve 
to 
Qn 


ill 
T- 


th 


at 
ll 
k- 


n 


le 
“Y 


1e 
re 
1- 
1e 


d 


Ss 
d 











N you will be busy writing letters and paying 
visits, trying to thank everyone who has sent 
you a present, careful not to forget anyone. 


But because they weren't addressed to you person- 
ally and sent by mail or express, perhaps you have 
forgotten to acknowledge some of the priceless gifts 
you have received. 


Think for a minute of the welfare organizations that 
have been giving you their time, their training and 
ability, devoting their every effort to make you, 
your family and your neighbors safer and happier. 


The Red Cross and other great organizations fed the 
hungry and nursed the sick while you remained com- 
fortably at home—their gift to you of hours of leisure. 


Volunteer members of national and local associations 
found children who were suffering from tuberculosis, 
sent them to camps and sanatoria to recover—giving 
your children extra protection from exposure. 


Boy Scout and Girl Scout leaders gave up their ““ 


METROPOLITAN LIFE 


FREDERICK H. ECKER, PRESIDENT 
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holidays to teach clean living by word and example 
—a gift of better companionship for your children. 


Big Brothers sat in stuffy court rooms to rescue waifs 
and strays who did not have home background to 
guide them—a gift of future good citizenship to 
your community. 


You will probably never meet, nor be able to thank, 
the doctors and scientists who have waged cam- 
paigns to make it increasingly unlikely that you and 
yours should ever contract smallpox, diphtheria, 
typhoid fever or other communicable disease. In 
their laboratories they are searching for means to 
prevent premature death from cancer or heart dis- 
ease. Magnificent gifts to you of health—perhaps 
life itself. 


But you do know some of the great volunteer organ- 
izations which work for you continuously and ask 
your good will and support. At this season will you 
not say “thank you” to two of them by wearing a 
Red Cross button and by using Christmas Seals? 


INSURANCE COMPANY 


ONE MADISON AVE., NEw YORK, N. Y. 
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It’s not the harness that pulls the wagon .. . it’s 


the horse. It’s not the tanks and turbines that 
make a utility system .. . it’s the Men. 

Thirty-three men who are the chief executives 
of the Associated System average 25 years in 
public utility experience; 283 major executives 
have been with the System an average of 16 years. 

This experienced personnel helps make the 
System’s long-range management policies effec- 
tive. During the past quarter century, these poli- 
cies with the aid of group control of operating 
properties, have extended System service to 
1,443,142 customers, and increased annual gross 
revenues to $111,341,940. 


To invest or for information, write 


ASSOCIATED GAS & 


| ELECTRIC SYSTEM 
Wstey 61 BROADWAY, NEW YORK 





























Some of the most important men in the business 
and financial world look to WORLD’S WORK 
regularly to keep them informed on all impor- 
tant trends. To them it is a necessary magazine 
and perhaps it can serve you. If not a subscriber, 


send a dollar for six months’ trial. Mail to 


WORLD’S WORK | 


GARDEN CITY NEW YORK 














———— 


Feet of Clay 


(Continued from Page 42) 


A corporation has purchased half a 
dozen trucks with the proceeds of a note 
which its bank takes to the Federal 
Reserve Bank for rediscount. Is this a 
“commercial purpose”’ within the mean- 
ing of the act or is it a fixed investment? 
The Board turns thumbs down on the 
application, saying that these trucks 
“constitute fixed investments within 
the meaning of the Board’s regulations,” 

Yet the decision leaves the banker 
and the layman flabbergasted with this 
qualification at the end, “However, a 
note given by a motor transport corpo- 
ration to the seller in payment for motor 
trucks purchased is commercial paper 
in the hands of the seller and eligible for 
rediscount as such.” This is the same 
note, given for the same purpose and 
signed by the same maker. It is for the 
same amount, is made for the same 
period, and has precisely the same ulti- 
mate security. If it comes to the Re- 
serve Board by way of the buyer’s bank 
it is a credit untouchable, unclean, a 
pariah. Let it come by way of the 
seller and the august gates of credit 
swing wide to admit it. 

As we turn the pages of the Board’s 
rulings we find that a horse or cow pur- 
chased by a farmer is not an investment, 
although he may use both for ten or 
fifteen years. The tractor used in his 
farm operations, as well as equipment 
of all kinds, is not investment in the eyes 
of the Board. The word agriculture 
is an open sesame to the inner sanctum 
of central bank credit. 

Thus we find the act and the practice 
of the Board saturated with an excessive 
solicitude for the farmer, a deep-seated 
and vindictive malice against securities 
of all kinds, and a sophomoric horror of 
investment. This triple barrier has 
diminished the usefulness of the system. 

In its definition of commercial purpose 
the law and the Board apply a concept 
of commercial banking which was valid 
twenty-five years ago. In its ostracism 
of all bank paper whose purpose has 
been tainted by fixed intentions and 
all securities the law and the Board out- 
law the greater part of the legitimate 
and profitable business of the modern 
bank. Asa result the system which was 
organized to provide life lines for our 
banks in the hour of trial must yield to 
another, privately conceived, privately 
operated, without benefit of state sanc- 
tion other than the act of incorporation 
and unprepared to profit by the Olym- 
pian counsel of the United States Senate. 

To elevate the Reserve System to a 
higher state of usefulness three changes 
must be made in the statute: 

1. The majority of the Federal Re- 
serve Board should be elected by the 


bankers who run the reserve banks and 


whose business provides the income 


(Continued on Page 63) 
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(Continued from Page 62) 
from which the salaries and expenses of 


* that Board are paid. 


2. A more equitable distribution of 
reserve bank profits should be made. 
There is no reason why the banks should 
pay a special tribute of five hundred 
million dollars in a twenty-year period 
to the federal government. 

3. The terms under which member 
banks can use the great reserve fund 
which is their own should be liberalized. 
In the definition of eligible paper and 
collateral contact should be made with 
the realities of modern banking. 


World’s Work Scrap Book 


(Continued from Page 57) 
ARDENERS in the vicinity of New 
York were puzzled to discover this 
Jast autumn a ferocious looking green 
insect about three inches long looking 
like an oversized grasshopper with crab- 
like claws. The new bug, it was ex- 
plained, was the praying mantis. Far 
from being a menace it was deliberately 
introduced into the region because of its 
appetite for harmful insects. It eats 
flies in enormous quantities and makes 
quick work of grasshoppers. The man- 
tis is of Asiatic origin. It is held sacred 
in some countries because its short front 

legs seem to be folded in prayer. 


Contrary to common opinion the 
Douglas fir, not the redwood tree, seems to 
hold the altitude record. An official of the 
Department of Agriculture tells us that 
the tallest Douglas fir actually known to 
kave been measured was 380 feet high; the 
tallest known redwood, still standing by the 
way, measures 368 feet. The redwood 
holds the record for the amount of lumber 
cut from one tree, as one produced enough 
merchantable lumber to build twenty-two 
houses large enough for the average family. 


HAT is the fourth city in the 
United States? Boston is a seri- 
ous contender for this honor because the 
Director of the Census has established a 
metropolitan district for Boston with an 
area of over a thousand square miles and 
a population of 2,307,897. The terri- 
tory has the aspect of being one continu- 
ous city most of which is closely built; 
actually it includes nineteen cities and 
sixty-one towns which retain their own 
governments. Claim to fourth place is 
vigorously disputed by Los Angeles. 


News comes from Spain that the na- 
tional sport of bullfighting is in a bad way; 
there is even some doubt that it will sur- 
vive. Because of the depression, atten- 
dance has fallen off sharply. The 
overhead of the business is high, some of 
the star matadors getting as much as five 
thousand dollars for an afternoon’s work. 
Ti he more radical republicans look with 
disfavor upon the sport as too reminiscent 
of the old monarchical régime. 





Lower Broadway, New York—Gwuaranty Trust Company's Buildings at left 
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Business Management 
and Banking 


T IS an important phase of good business manage- 


ment to have the cooperation and service of an 


adequate banking connection. 


This Bank has served American business for nearly 


a century, numbering among its depositors many of 


the country’s leading concerns. It affords to its com- 


mercial customers the advantages of ample resources, 


complete national and international facilities, and the 


service of experienced officers. 


We invite you to discuss your requirements with us. 


Guaranty Trust Company 
of New York 


140 BROADWAY 


FIFTH AVENUE at 44TH STREET 


LONDON 


PARIS 


BRUSSELS 


MADISON AVENUE at 60TH 


LIVERPOOL HAVRE 


CapitAt, SurpLus AND UNpivipep Prorits 


MORE THAN $295,000,000 


STREET 


ANTWERP 


©6. T.co. OF N, Y. 1931 
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Put the Gift of Thrift into their stockings, too. A share of 

ublic utility stock, purchased in the little one’s name, will 
be the nest egg of an investment fund that will grow with 
the child . . . and engender lifelong habits of savings and 
investment. « This Christmas be practical in your gift giving. 
Send for a copy of “The Junior Investor”— an illustrated 
folder concerning investments for children. - We dis- 
tribute listed securities of progressive public utility com- 
panies operating in 31 states. Time savings plan available. 


Uritiry SECURITIES COMPANY 
230 South La Salle Street, Chicago 


St. Louis Des Moines Los Angeles Milwaukee 
Minneapolis Cleveland; Indianapolis Louisville 


Kansas City Detroit San Francisco Tulsa 


UTILITY SECURITIES CORPORATION 
New York, Washington, Boston, Richmond, Philadelphia 

















You pay your telephone 
Why not make it pay you? 


Those odd hours in the day when you have nothing especially 
interesting to do—why not make them profitable, interesting 
ones? 


The Telephone Bureau of Doubleday, Doran & Co. has an 
interesting plan for you to turn those odd hoyrs into really 
profitable ones—write today for full particulars. You'll find it 
fascinating and profitable part-time work and your inquiry 
entails no obligation. 

















Transamerica 


(Continued from Page 37) 


that the depression was to be short- 
lived. An attempt was made to support 
the stock in the open market. At one 
time arrangements were made for a pool 
in which shareholders were invited to 
participate for the purpose of operating 
in the stock. None of these measures 
was successful. The attempt to support 
the stock only resulted in leaving the 
corporation with a large amount of its 
own shares on its hands, bought at prices 
much higher than those now prevailing 
and representing a substantial loss. The 
attempt to organize a pool never reached 
the stage of actual market operations, 

Still another factor that forced Trans- 
america officials to the decision that the 
corporation should divest itself of re- 
sponsibility for the management of its 
great commercial banks was the pres- 
sure of the economic slump. 

Nevertheless the step announced in 
the fall might never have been taken 
had A. P. Giannini been in the saddle. 
He had not been for over a year. 

Giannini, moreover, despite the domi- 
nant part he had played in the building 
up of the enterprise, had a compara- 
tively small stock interest. Including 
his personal holdings and shares held in 
his family investment trusts, he had 
about fifty-six thousand shares out of 
the more than twenty-four million 
issued. Mr. Walker, with holdings of 
about three hundred and seventy-five 
thousand shares, was the largest in- 
dividual stockholder. 

What interests Wall Street now is the 
future of the new management. Al- 
though the Lee, Higginson interests have 
been given eight of the sixteen seats on 
the reconstituted directorate they have 
not yet taken a substantial stock interest 
in the corporation. Apparently, for the 
moment, they are to lend their judgment 
and prestige more than their money. 

As a result ‘of the sale of the Bank of 
America in New York to the National 
City Bank, Transamerica has acquired 
an 8.7 per cent stock interest in the 
second largest bank in the country. 
Its other interests, combined with what 
new enterprises it may develop through 
its new Lee, Higginson affiliations, make 
it an important financial concern. 

Transamerica now occupies a niche 
in the financial structure different from 
the one originally designed for it. On 


‘the evidence of its history alone it is 


not yet possible to tell whether a 
nation-wide chain of banks can be suc- 
cessfully operated; but it is apparent 
that the present structure is on a sounder 
basis than that of 1929. It should 
also be remembered that although new 
interests have been injected into the 
picture and have given it a different 


_face, the component parts of the pic- 


ture are the same and so are capable 
of carrying on their activities. 
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(Continued from Page 8) 


but I suspect the Greeks had another 
name for it. 

“Why not mix a little spice of equity 
in this porridge of social idealism. Here 
is the ‘X’ road inthe Northeast. It 
saw hard times coming and proceeded 
in every intelligent way to shorten sail 
and weather the tempest. It re- 
duced maintenance of roadbed from 
$12,000,000 to $5,000,000 and effected 
similar economies in other items of 
overhead. More recently it cut the 
salaries of its executive officers ten per 
cent. By these and other measures of 
self-help it still shows net earnings. 
Now regard the ‘Y’ road in the South- 
west. Its management possesses the 
providential attributes of the grass- 
hopper and the self-discipline of the 
chronic business derelict. It has made 
no effective attempt to adjust its costs, 
already shows an alarming deficit, and 
will shortly default on its bonds. You 
are asking ‘X,’ an able and efficient 
carrier, to tax his shippers for the pur- 
pose of subsidizing ‘Y,’ the incompe- 
tent. You penalize ability, foresight, 
and restraint and reward negligence, 
incompetence, and improvidence.” 

The carriers have a great deal of this 
on their chests and they will certainly 
be unable to concur in Professor Rip- 
ley’s general approval of the I.C.C. 
decision. 

On the other hand, the Commission 
made two points in its decision, not in- 
tegrally related to the question of rates, 
which should modify the views of those 
who have been prepared to furnish soft 
music and flowers for the railroad in- 
dustry. It identifies transportation dif- 
ficulties with the depression and estab- 
lishes the point that any substantial 
recovery in business will also revive the 
fortunes of the carriers and that such 
general improvement is more vital to 
the railroads than any immediate in- 
crease inrates. In the second place, the 
Commission demonstrates the sustained 
and fundamental need for railroads and 


' the relatively insignificant inroads made 


by other forms of transportation such as 
trucks, pipe lines, and airplanes. 

The election in Great Britain proved 
to be the most decisive reaction against 
radicalism since the war. A conserva- 
tive government committed to the policy 
of protection was elected with an over- 
whelming majority. Here again the 
effects must be tabulated on both sides 
of the balance sheet. The check to 
socialism and the buttress which a tariff 
will erect for domestic industry will both 
prove a source of strength. Insofar as 
any improvement in England’s position 
is a gain to this country it must be re- 
garded as beneficial. On the other 
hand, higher barriers to trade impend 
and are causing concern to American 
industries whose product has found an 
outlet in English markets. 

(Continued on Page 66) 
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“LET’S RIDE ALONG WITH THE 
OLD PLANT ANOTHER YEAR” 





POPULAR FALLACIES OF INDUSTRY 


INKING SHIPS seldom make 
port. Wise captains know this, 
and lose no time in sending out an 


S. 0. S. 


Yet many an executive—whose 
business is steadily going down 
under a heavy deficit—continues to 
defend an old Plant that has already 
proved it can’t weather today’s eco- 
nomic storms. A fallacy that has 
sent more than one business to the 


bottom! 
*x*x** 


And make no mistake about it. A 
plant that is out of gear with modern 
production methods is a sinking 
ship. So is one that’s geographically 
“off center”—too far removed from 
new raw material sources. So is one 
that’s been left behind by the tide 
of shifting markets. 


Scores of progressive manufac- 
turers—faced with one or more of 
these situations—have discussed 
their problems with Austin. A care- 


ful study has revealed the wisdom 
of certain changes. In many in- 
stances, merely modernizing the old 
plant, involving slight reconstruc- 
tion, led the way to increased profits. 
In some cases, Austin has recom- 
mended the new and revolutionary 
“Controlled Conditions Plant,” an 
entirely new type of plant and 
method of operation. And in other 
cases, a branch plant or warehouse 
solved the difficulty. 


If your plant is playing a losing 
game—after you've checked and 
double checked every part of the 
business, why hesitate to consult 
with an outside organization? In 
these times no one can afford to 
overlook any opportunities. Why 
not grant Austin a brief interview 
which may bring you ideas that will 
have an important bearing on your 
business NOW and for years to 
come? Use the memo below to get 
“The Return Trip to Profits,” a 
brief discussion of ways and means! 


THE AUSTIN COMPANY 


Engineers and Builders 


New York Chicago Detroit Newark 
Ph Sledel F hi Cc : ‘. 





Pittsburgh 
Boston St. Louis Seattle 


THE 
Portland AUSTIN METHOD 


« CLEVELAND 


The Austin Company of California, Ltd.: 
Los Angeles, Oakland and San Francisco 
The Austin Company of Texas: Dallas 
The Austin Company, Limited: Toronto 


MEMO TO THE AUSTIN COMPANY, CLEVELAND: [J Send us “The Return Trip to 
Profits.” Without obligation we will be glad to match some of our time with yours. 
(1) We would like to know about the new and extra savings made possible by your 


ELEKTRO-DESIGN and S-24 Steel. Individual 
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THE MOST #% 
IMPORTANT EQUIPMENT 
IN ANY PLACE OF BUSINESS 





A Detex Watchman’s Clock 


After business hours the most important 
equipment in the place is the Watchman’s 
System. It alone gives positive evidence of 
the safeguarding of the value of plant 
equipment, stock, or furnishings—even the 
records of the firm. It checks the watchman 
and gives its report in indisputable, un- 
alterable form. 

Nor was such value ever offered in 
watchmen’sclocks as is now offered in Detex 
New Models—long the leading clocks of the 
world. All models have been strengthened 
and improveduntil today they offer the great- 
est value in durability, adaptability, free- 
dom from repair and continuity of service. 

If your equipment is not in A-1 shape, 
now is the time to renew it. 


Send for full information 


DETEX WATCHCLOCK CORPORATION 
4169 Ravenswood Avenue, Chicege. Ill. 
39 Beach St., Boston 90 Varick St., N. Y. 
Room 802, 126 Marietta St., Atl dos 
Manufacturing 


NEWMAN : ALERT + PATROL 
ECO WATCHMAN’S CLOCKS 


Approved by the Underwriters’ Laboratories, Inc. 


EW the Factory Mutuals DDE 


5 4 FX 


Representatives in all large cities in America and abroad 








DETEX WATCHCLOCK CORP. 

4169 Ravenswood Ave., Chicago, Ill. 

Send me information on the new model Detex 
Patrol Watchman’s Clock. 








(Continued from Page 65) 


It is possible to exaggerate this peril. 
An extreme leap to protection by Great 
Britain is unlikely. She already has an 
impost structure consisting of revenue 
duties upon imported luxuries—for ex- 
ample, tobacco and cigarettes—together 
with others placed upon imports during 
the war and never removed. Conse- 
quently, England now taxes seventeen 
per cent of all the goods that enter her 
markets from abroad. That compares 
with our own duties upon 34 per cent of 
our imports. Thus the margin between 
free trade England and protectionist 
America is not so great as might appear 
at first hand. The movement from one 
to the other will be much less disturbing 
than was originally anticipated. 


Fifteen Per Cent? 


(Continued from Page 30) 


motion, possibly authorizing the elimi- 
nation of certain expensive duplications 
of service as a means of meeting the 
situation. It caused no great surprise 
when the commission declined. 

Meanwhile, Mr. Pelley’s committee 
had appointed a legal subcommittee 
to draft a petition, which, through the 
facile pen of Clyde Brown, counsel for 
the New York Central, was soon forth- 
coming. In presenting the petition to 
the committee, Mr. Brown demanded 
that they show the same speed in con- 
sidering it that he had shown in pre- 
paring it. 

A few days later H. A. Scandrett of the 
Milwaukee, Hale Holden of the South- 
ern Pacific, J. E. Gorman of the Rock 
Island, and L. A. Downs of the Illi- 
nois Central had a harmonious meet- 
ing with the Eastern executives in the 
Biltmore Hotel. There remained only 
to enlist the support of the Southern 
lines in support of the petition; to this 
end R. N. Collyer, chairman of the 
Eastern Trunk Line Association, went 
to Washington for conference with 
Southern traffic officials: On June 
eleventh the Southern presidents joined 
the Eastern and Western groups in the 
Biltmore: pointing out that the move 
to change rates had not originated with 
them, they agreed to abide by the con- 
clusions of the majority. 


Messrs. Pelley, Scandrett, and Cole 


‘filed the petition with the commission 


on June seventeenth. 

The railroads had demonstrated that 
they were capable of united and efficient 
action. In return, the Interstate Com- 
merce Commission conducted the hear- 
ings with maximum expedition. 

The Commission’s reply, permitting 
certain specified advances in rates, took 
the railroads aback by requiring that 
resultant increases in revenue be pooled 
for the benefit of weaker railroads. 
Nevertheless, that some increases were 
in order was conceded. 











A Complete 
Filing Unit 





that will fit any vertical-filing cabinet or 
the lower double drawer of a desk. 
Indexed 4 to Z and each pocket metal- 
tabbed. 


- ertex ALLPHABETER 


composed of 25 Expanding “Vertex” File 
Pockets, will efficiently hold 1500 or more 
papers of standard correspondence size. It 
is an ideal personal file, for professional use 
and busy executives. 


Packed in strong, attractive, dark-green box, 
which can be used as a cabinet if desired. 
A portable filing system instantly ready to 
use anywhere. 


Complete information on the Vertex 
Alphabeter will be sent on request. 


Address Dept. W 


ALVAH BUSHNELL COMPANY 
321 N. 13th St. Philadelphia, Pa. 














STATEMENT THE OWNERSHIP, MANAGE- 
MENT, CIRCULATION. ETC., required by the Act of 
Congress of August 24, 1912, of The WORLD’S WORK, 
published monthly at Garden City, New York, for 
October 1, 1931. State of New York, County of Nassau. 

Before me, a Notary Public in and for the State and 
County aforesaid, personally appeared John J. Hessian, 
who, having been duly sworn according to law, deposes 
and says that he is the treasurer of Doubleday, Doran 
& Co., Inc., owners of The World’s Work, and that the 
following is, to the best of his knowledge and belief, a 
true statement of the ownership, management, etc., 0 
the aforesaid publication for the date shown in the 
above caption, required by the Act of August 24, 1912, 
embodied in section 411, Postal Laws ane -aaamenincng 
— = the reverse of this form, to w: 

A the names and addresses of “the publisher, 
et managing editor, and —— managers are: 
oe, Doubleday, Doran & Co., Inc., yg City, 
N. Editor, Alan C. Collins, Manes whe Te £1 
SR, a ag Doubleday, Doran & Co., Inc., 
ae City, N. 

That the owner is: Doubleday, Doran & Co., Inc 
a... City, N. Y. Stockholders owning or holdin: one 
per cent. or more of total a ey of stock are: N. 
a, Garden City, Y.; Nelson Doubleday, 
gree © ity, N. Y.; R Russell “Doubleday, Garden City, 

Y.; John J. Hessian, Garden City, N. w. 
Herbert Eaton, Garden City, N. Y.; Henry L. Jones, 
244 2 Avenue, N. Y. C.; Harry E. Maule, Garden 
City, N. ¥.; William J. Neal, Garden City, N. 
Daniel W. Nye, yg City, N. RA Reginald T. 
Townsend, Garden City, N. Y.; George H. Doran, 572 
Madison Gvemee, N. Y. C.; Janet uM. Soubleday, Glen 
Cove, N. S. A. Everitt, Huntington, N. Y.; Estate 
of Donaid 1 Macdonald, Garden City, N. ¥.; Mary Noble 
Doran, Stanley Rinehart, Jr., Chemical Bank & Trust 
Company, as Trustee, 165 Broadway, N. Y. C.; F. N. 
Doubleday rs Russell Doubleday, Trustee for Florence 
Van Wyck Doubleday, Garden City, N. Y.; 8. A. 
Everitt or John J. Hessian, Trustee for Josephine 
Everitt, Garden City, N. Y. 

3. That the known bondholders, mortgagees, and 
other security holders owning or holding 1 per cent. 
or more of total amount of bonds, mortgages, or other 
securities are: None. 

4. That the two paragraphs next above, giving the 
names of the owners, stockholders, and security hold- 
ers, if any, contain not only the list of stockholders 
and security holders as they appear upon the books of 
the company but also, in cases where the stockholder 
or security holder appears upon the books of the com- 
pany as trustee or in any other fiduciary relation, the 
name of the person or corporation for whom such 
trustee is acting, is given; also that the said two para- 
graphs contain’ statements embracing affiant’s full 
knowledge and belief as to the circumstances and con- 
ditions under which stockholders and security ae 
who do not appear upon the books of the compan 
trustees, hold stock and securities in a capacity 0 net 
than that of a bona fide owner; and this affiant has 
no reason to believe that any other person, associ 
or corporation has any interest direct or indirect in 
the said stock, bonds, or other securities than as 80 


stated by him. 
hn J. Hessian, Treasurer. 
worn to and before me this 18th day 


p peered “903i, 
{SEAL} (Signed) William W. Thornton 
Notary Public Nassau Coun 
Term expires March 30, 19. 
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PINEHURST N. C. 


DEPARTMEN T 


Established 1906 


FEATURED EVERY MONTH IN SEVEN PUBLICATIONS 


OUR GROUP OF QUALITY MAGAZINES 
ATLANTIC MONTHLY, COUNTRY LIFE, HARPER'S, REVIEW OF 
REVIEWS, SCRIBNER’S MAGAZINE, THE’ GOLDEN BOOK, 


and WORLD'S WORK 
Meh phen deste sat 


‘TRAVEL 








_CALVESTON TEXAS 





OUTDOOR SPORTS 
FRAGRANT PINES. 


Enjoy good times on 
5 famous D. J. Ross 
courses (with new grass 
tees). Riding, tennis, 
archery, aviation, etc. 
Reasonable rates, lux- 
urious accommoda-| .+*% 
tions. Carolina Hotel 


nehurst 


NORTH CAROLINA 
America’s Premier Winter Resort 


NEW YORK 


HOTEL ST. JAMES 
tesa, 109-13 W.AGihSL. Bears 
Much Favored by Women Traveling Without Escort 

Three Minutes Walk to Forty Theatres and All Best Shops 


Rates & bk'ton application. W. Johnson Quinn, Pres. 


Ask Where-to-go Bureau, 8 Beacon Street, 
Boston, for space & rates in our department. 


CRUISES-TOURS 
JAMES BORING’S CRUISES 
- AROUND THE WORLD - 


The economical way 



































James Boring offers a CHOICE of sailing dates, rates, 
itineraries. Strictly limited conducted parties. First 
class only. 85 to 166 days. $1,390 up. Next cruise sails 
on the magnificent new S. S. President Coolidge from 
New York, January 2ist, from San Francisco, Feb- 
raary 12th. Write for booklet 612. 


JAMES BORING COMPANY, Inc. 
642 Fifth Avenue, New York 


EUROPE $225 to $890 





All expense tours with Ist class hotels and 
prov ersonal service at student tour 
rine uch luxurious motoring. Small 

groups. Some tours via the Mediterranean.) 
Write for Booklet “ W. ” 










SKI-ING 


is only one of the 
Glorious Swiss Winter Sports 


You are offered Skating on 
World-Famous Rinks, Bob- 
sleighing and Tobogganing on 
runs miles in length, Curling 
and Hockey; Gymkhanas, 
Fétes and Festivities on ice 
and snow. 


Let us tell you something about this 
wonderful health producing and 
sporting country, 


Swiss Federal Railroads 
475 FIFTH AVENUE 
NEW YORK CITY 











JAMES BORING'S CRUISES 
- MEDITERRANEAN .- 


Lowest rates for a complete First Class Cruise 
Sails Jan. 26th. Luxurious Cunard oil-burner Tran- 
sylvania. 63 days. 29 fascinating ports. First class 
only. Personally directed by James Boring. New 
drastically reduced rates, $600 up, include leisurely 
comprehensive shore trips. Write for booklet 512. 


JAMES BORING COMPANY, Inc. 
642 Fifth Avenue, New York 
NEW ORLEANS LA. 








CARLETON TOURS, 525th Ave..N.v. 


Europed3days$259 








Foremost Student ae. 23,000 — cham 
Clients. 25 to 93 Days $235 to #690 
Book 250 Tours sent — 





ALLEN TOURS, Inc., 154 Boylston St., Boston, Mass. 










Che St.Charles 


New Orleans 
One of Americas Leading Hotels 


ALFRED S.AMER 2 CO..Ltd. Proprietors 


REAL LIVING 


AND 
REJUVENATION 
AT LESS EXPENSE 


Sunny Treasure Isle is 
the place to go this 
winter. Bracing Gulf 
air gives new vitality. 
Here’s adventure: a 
bustling seaport, 
quaint historic places, 
glorious sport. Modest 
rates yet fine accom- 
modations and true 
southern hospitality. 
Come! Head South for 
the City of palms and 
oleanders. 


ALVESTON 


eee e « ON THE GULE 
Write Chamber of Commerce, 
Dept. 1-131, Galveston, Texas, for free 
descriptive literature. 


ST. PETERSBURG FLA. 


THE 
SORENO HOTEL 


ST. PETERSBURG, FLORIDA 


A beautiful, modern, fireproof hotel of 810 rooms, 
each with bath, offering accommodations of the 
highest order. Four golf courses. Deep sea fishing, 
swimming, boating, motoring. A cuisine and 
service, tested and approved from past seasons and 
again awaiting you. The season opens Dec. 19th. 
Soren Lund & Son Soreno Lund, Jr. 
Owners Manager’ 


TRYON N.C. 


OAK HALL 


TRYON, NORTH CAROLINA 
Tennis. Horseback rid- 
GO LF ing. Mountain climbing. 
Mild climate. Booklets. 
Where-To-Go for Jan. closes Nov. 25 





























CRUISES-TOURS 


104 days, 87 day. Send for Literature 
ROBERTSON TRAVEL BUREAU 








408 So. feos Street, Los yn on Calif. 
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San Juan Capistrano Mission 
in Sunny California 


We Want 
Your Patronage 
on the 


OS 


NGELES 


LIMITED 


e . . and we leave nothing 
undone to deserve it. Un- 
equalled comfort and service 
to California. Mechanical 
heat control makes this a 
“warm winter way.” Smooth- 
est roadbed on earth. Deli- 
cious dining car meals all the 
way. NO EXTRA FARE. 


Large fleet of daily trains 
between Chicago, St. Louis, 
Kansas City,Omaha, Denver, 
Salt Lake City and California. 
Thru Pullmans from Minne- 
apolis and St. Paul. Conven- 
ient side trip to Hoover 
(Boulder) Dam. 





UNION 
PACIFIC 


THE OVERLAND ROUTE 


J. P. Cummins, Gen’! Pass’r Agent 
Room 145 ; 

Union Pacific System, Omaha, Nebr. 
Please send me complete information and 


DOU IROU csicccacccccueudscnqouce 






| Jersey, 
| well has been burning since May 22, 





(Continued from Page 5) 
connected to 250 feet of asbestos- 
wrapped cable running to the spot 
where Kinley waited by the electric 
detonating switch which shot the spark 
into the big torpedo at the top of the 
casing. 

Almost equally dangerous was the 
shutting in of the well, which took two 
days more. This was done by a picked 
crew of Sinclair men working in oil- 
skins and rubber boots, covered from 
head to foot with oil and sickened by 
gas, in danger of being roasted alive in 
the fire from oil-soaked stumps and 
trees which constantly burst into flame 
despite streams of water pouring on 
them from six sets of hose. 

Perhaps the most famous oil-well fire 
that has plagued the world since Colo- 
nel Edwin Laurencine Drake, then a 
railroad conductor, drilled the first well, 
Drake’s Folly, near Titusville, Pa., in 
June, 1859, is that of Test Well No. 160 
of The Romana-Americana Co., sub- 
sidiary of the Standard Oil Co., of New 


at Moreni, Rumania. This 


1929, and is still afire. It has cost the 
lives of a dozen men and upward of 
$1,500,000 in money, and it has defied 
every known method of oil-fire fighting. 
While now virtually under control, it 
is still burning and is referred to by the 
company as its “permanent” fire. It 
long since ceased to be a company mat- 
ter and was taken over by the Rumanian 
government under a special government 
commission. 

Three gigantic tunnels have been 
bored, two of them with fatal results, 
to the casing of this well. Thousands 
of letters of suggestion and advice 
have poured in on the Rumanian gov- 
ernment from men and women all over 
the world, and at last accounts Kinley 
was bound overseas to try his hand 
at putting it out. 

One interesting thing in connection 
with the fighting of this and other oil- 
well fires is that all machinery, tools 
and metal equipment must be specially 
made of Ampco bronze, a special alloy 
metal used for tools and parts where fire 
hazards are great and a nonsparking 
metal is essential. 

Although Kinley has done some re- 
markable work in putting out the fifty 
big fires he has fought, and although 
other notable fighters preceded, and yet 
others will follow him, the palm for 
bravery, persistence, and resourcefulness 
in fighting a big well fire goes to an 
unknown. 

His name is Burr Gillespie. He came 
from somewhere in the States. He was 
a rotary tool pusher in the Amatlan 
field of Old Mexico. After it was all 
over Gillespie refused to be inter- 
viewed, refused to have his picture 
taken, and went back to his regular job. 
His only comment was: 


(Continued on Page 69) 





HONOLULU 
and ORIENT 


Record Speed! 
Record Size! 


Wintering in Honolulu? 
Sail on the Empress of Japan or the 
Empress of Canada. One’s the speed- 
record holder of the Pacific, a ship of 
supreme luxury...the other, her sister- 
liner in speed and luxury. 

You start from Vancouver (where 
trains go direct to ship-side) or Victoria. 
You enjoy the Rockies en route to the 
coast. 

If you are Orient-bound via Honolulu, 
these liners take you that way... only 
13 days to Yokohama. Los Angeles and 
San Francisco sailings connect with 
these Empresses at Honolulu. 

For quickest crossing, take Empress 
of Asia or Empress of Russia, largest, 
fastest liners on the Direct Express 
route... 10 days from Vancouver and 
Victoria to Yokohama! 

Empress First Class designed for the 
most fastidious. Empress Tourist Cabin, 
with full Empress service and new spa- 
ciousness, at correspondingly lower 
rates, 

Independent travel-touring round 
the world. 

Information and reservations from 
your own agent or Canadian Pacific: 
New York, Philadelphia, Chicago, Mont- 
real and31 othercitiesinU.S. and Canada. 











CANADIAN 
~ PACIFIC 
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VACATION 
irip... 


SOUTH AFRICA 












The “Sentinel’— 
Chapman’s Peak, 
Cape of Good Hope 


Unparalleled sightseeing— 
refreshing recreation—per- 
fect climate—South Africa 
offers you a real vacation— 
one that lifts you completely out of 
the rut—with lasting mental and 
physical benefit. 


The luxurious sea voyage alone is a 
marvelous tonic! Cape Peninsula’s 
rich scenery and historic relics are 
entrancing! And many other won- 
derful sights await you — Cango 
Caves, Kimberley diamond mines, 
Johannesburg gold workings, Kruger 
Park—where youcan get rare camera 
“close-ups” of African game; charm- 
ing, colorful Durban, a winter play- 
ground; the glorious Drakensberg 
Mountains, the tomb of Rhodes, and 
Victoria Falls, the world’s greatest 
and grandest cat- 
aract. 
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African Native 
blacks in all their 
picturesque glory 
—chiefs and their 
kraals, witch doc- 
tors and barbaric 
war dances. 


Durban Exotic flowers in 
utmost profusion; 


golf, tennis, fishing 


5-1982 ‘ 
and seaside sports. 
Modern travel 
SnakeParkatHume- _ comfort on trains, 


wood, Port Elizabeth motor roads, 


and in up-to- 
date hotels. 


b 


For full 
information, 
address: 


AMERICAN EXPRESS COMPANY 
65 Broadway ew York, N. Y. 


or THOS. COOK & SON 
587 Fifth Avenue New York, N. Y. 


or any office of Thos. Cook & Son or 
the American Express Company. 
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“Tt sure was hell!” 

A dense nest of derricks dotted the 
Amatlan field, which was only seven- 
tenths of a mile long and half a mile 
wide. The Tillotson and the Eschau- 
zier wells stood in the heart of this block. 
Eschauzier came in on July 19, 1921, a 
gigantic gusher, 35,000 barrels a day. 
Tillotson, 175 yards away, came in right 
afterward, also a giant, a 35,000-barrel 
well. Tillotson, coming in without 
warning, caught fire from the near-by 
boiler. The deluge of burning oil which 
followed this explosion set fire also to the 
Eschauzier. 

The two wells leaped into pillars of 
flowering fire, roaring, — bellowing, 
threatening the field of wells marked by 
the labyrinth of derricks. 

Confronted with this terrific menace, 
all operators banded together and, under 
the command of Drilling Superintendent 
Homer Craig of the Aguilla group, or- 
ganized a vast army of men and ma- 
terials. The plan of battle was long, 
tedious, dangerous. It was to tunnel 
to the casings of these wells. 

Next morning the inconsequential 
Gillespie told his foreman about a big 
oil fire he had seen put out in Texas 
years before by a man who, knowing 
that the terrific updraft of gas and oil 
made it cooler right at the well head 
than it was in the unbearable heat fur- 
ther away, fought through the thick 
heat wall to the comparative coolness 
right beside the fire and closed the con- 
trol valves with wrenches. 

“That man,” said Gillespie, “had no 
more nerve than I have. I'll try it here, 
if they'll let me. I think it will work.” 

Gillespie was only one of dozens of 
wild-eyed yams that popped up in the 
excitement. But he persisted. From 
official to official he was sent, everlast- 
ingly telling his story. He was set down 
as crazy. But finally he was allowed 
to try his scheme on the Tillotson well. 
And after all, if he lost his life, it was 
only one life, 4nd it was his own idea. 

Gillespie’s first attempt to approach 
the blaze and get at the valves failed 
because of the terrific heat. Asbestos 
suits were not then available. Gillespie 
and his five helpers wore heavy over- 
coats, heavy blankets, heavy canvas 
headpieces with eye holes cut in them, 
and high hats stuffed with waste. Thus 
attired, Gillespie, an improvised metal 
shield ahead of him, had himself shoved 
toward the fire in an old buggy, with 
streams of water playing all around him 
as he advanced. There was not enough 
water. He couldn’t stand the heat. 
He went back. 

That afternoon, however, he tried 
again, with more water—water all 
around him, water drenching himself 
and his companions. Shriveling to their 
very marrows, his helpers shoved Gil- 
lespie and his cart through the wall of 

(Continued on Page 70) 








Dear Jim: 


This isn’t Mrs. Bob. 
It’s me under a Costa Rican 
palm! I’m turning into a 
long-haired poet down here in 
this Crusoe country. Never 
saw such colors. Imagine a 
whole jungle of orchids! 
That’s just about what we had 
out of Limon on the way up.’ 
Most beautiful mountain ride 
I ever saw. Feeling fine. 
Marvelous climate here in San 
Jose. And this new Gran 
Hotel is something to write 
about — it’s no wonder that 
Costa Rica’s proud of it. 

Drop a line to the 
United Fruit Company — I 
forget the address*— and get 
the dope on their cruises to 
the Caribbean and West 
Indies. Do it before you get 


any older. 


(*How could he? It’s Pier 3, North 
River, Dept P, New York, N. Y.) 


GREAT WHITE FLEET 


Three sailings weekly from 
New York and New Orleans. 


Cruises from New York 18 to 22 days 
—$145. and up.—From New Orleans 
10 to 16 days—$100. and up. 


N. B. Of course he raved. Bob was 
one of the happy fortunates on that de 
luxe Costa Rica Cruise. Stops at Miami; 
Havana; Port Antonio, and Kingston, 
Jamaica; Panama Canal Zone; and 
Costa Rica. $225. and up. 





Anchors Aweigh! The S.S. Talamanca, 
first of our six new ships, will make 
her maiden trip from New York to San 
Francisco late in December. Stops at 
Miami, Havana, Kingston, Panama 


Canal, and Los Angeles. Write for details. 
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rious hotels. 
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Rock 
Island 





761 La Salle St. Station, Chicago, Ill. 


ROCK ISLAND 


THE ROAD OF UNUSUAL SERVICE 


Enjoy the sports of 


EUROPE ad AFRICA 


in AMERICA 
on the route of | the deluxe 


GOLDEN STATE 
LIMITED 


CALIFORNIA 


Sports of Cairo, Seville, Monte Carlo, Biarritz, 
St. Andrews, Wimbledon, Epsom Downs and the 
old time West —in the America of romance and 
color. Outdoor life in the land of the palm and 
oleander, orange grove and cactus giant. Luxu- 


AN UNUSUAL SERVICE 
TO THIS UNUSUAL LAND 


The Rock Island-Southern Pacific is the direct low altitude 
through-service route to Agua Caliente, San Diego-Corona- 
do, Los Angeles, Santa Barbara. Minimum daylight hours 
en route—only two days Chicago-California. Onl 
service Chicago to El Paso-Juarez, Tucson, Chandler, Ind 
Palm opens 10 hours quicker Chicago-Phoenix than daily 
service via any other route. 
Stopover at Excelsior Springs, Mo. 
For further information write 
L. M. Allen, Vice Pres. and Pass’r Traffic Manager 


iy ey 
Oy, 


Rock Island Lines 
1159 





WILLIAM CRAWFORD GORGAS 
HIS LIFE AND WORK 
By Marie D. Gorgas and Burton J. Hendrick 
$5.00 at all bookstores. DOUBLEDAY, DORAN & CO., Inc. 


RELAX 


n Glorious sunshine 
rs after day..... 


Let the world run itself. You just 
| telax this winter. The constant warm 
F pone sunshine will soothe you. 
You'll drowse away a load of care in 
Tucson's friendly atmosphere. 








tei mii ‘intl mM 


Or, you can play or watch polo, 

golf, tennis, or ride, drive, fish and 

/ hunt to your heart’s content. What- 
| ever your mood, there’s an ideal va- 
\/ cation for you here. Come... leave 







a <, - winter far behind! 
t. 
ne ( y Mail coupon or wire for booklet and infor- 
ae om ~ mation re: hotels, air, rail and road data, etc. 


We gladly render personal service without obli- 
gation. Winter rates and stopovers now avail- 
able on Rock Island and Southern Pacific Lines. 


\\ 


\ 


mater County Immigration Commision " 
UCSON 
Sunshine~Climate Club | 
NA l 
| 

| 

J 





1117-F Old Pueblo Bldg., Tucson, Arizona 
Please send me the free “Sunshine Booklet” 
Nome : 














Have you a telephone 
in your home? 


Hundreds of smart women all over the 
country have turned their telephones 
into a source of income, and we require 
only a few convenient hours of your 
time. Just write The Telephone 
Bureau, Doubleday, Doran & Co., 
Garden City, N. Y., and we will tell 
you exactly how you, too, can make 
your telephone pay for itself. 














“My Hearing 


Was Restored” 


by the Mears “Alfrosage,” after twenty years of 
extreme deafness, writes John P. McGivney, a well-known 
business man of 23-33 Thirtieth Drive, Long Island City, 
N. Y. 

He is only one of the many who have had their natural 
hearing restored and head noises eliminated by the 

irosage.”’ Used in the privacy of your home a few 

minutes each day, by its gentle vibro-suction-massage it 
relieves head noises quickly, and gradually improves the 
natural hearing. 

If you are very deaf you can also use the Mears ‘‘Silver 
Jubilee’’ Ear Phone and 


Hear The Talkies 


plays, conversation, lectures, and sermons, clearly and 
distinctly while the **Airosage”’ is restoring your hear- 
ing. These marvelous inventions are 
Sent to You Prepaid for Thirty 
Days. Your Own Ears Wi!l Then 
Verify the Improvement Made. 


If you live in or near New York please call for free demon- 
stration and expert advice in our consulting rooms. If you 
cannot. call, write for free descriptive booklet and the 
names and addresses of hundreds of grateful patrons. 


Mears Corporation (Established 30 years) 
45 W. 34th St., New York City, Dept. 97 
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heat. He, with water drenching him 
and all about him, played more water on 
the white-hot valves for two solid hours, 
cooling then enough, he thought, to 
respond to the wrench. Gillespie then 
walked directly up to the blaze and, 
with twenty turns of a Stillson wrench, 
all but closed the control valve and 
keyed the blaze down to a thin jet of 
fire. Cheers burst from the surrounding 
army. Gillespie immediately started 
the same operation on Eschauzier, 
again spending two hours in that un- 
godly heat where, even at the compara- 
tively cool well side, a man’s skin 
scorched and smoked the instant the 
water playing on him was diverted. 

At ten that night both wells were 
completely closed in. One man had 
conquered the enemy single-handed. 

The worst modern oil-well fire in this 
country—particularly interesting be- 
cause it involves the latest wrinkles in 
fighting methods—was that of York and 
Lockhart’s McKeon No. 2, in the heart 
of the Santa Fé Spring field, which 
finally flickered and went out from sub- 
terranean choking and surface smother- 
ing on July 6, 1929, after blazing for 
twenty-four days. It cost $140,000 to 
extinguish it. 

This fire started on June tenth, when 
O. J. Rhode’s York McAdam No. 1 
came in unexpectedly, blew the roof off 
a storage tank, and scattered oil to the 
nearest boiler, which caught fire and not 
only set that well blazing but ignited 
McKeon No. 2 near by. 

Blowing the flames back with a wind 
machine (an airplane propeller attached 
to a motor mounted on a truck), the 
fighters were able to get close enough to 
close the control valves on the McAdam 
well; the McKeon, a more serious 
problem, was finally solved by the tedi- 
ous and dangerous job of tunneling and 
throttling. 

Tunneling, it might be noted here, is a 
particularly ticklish job because, should 
any gas escape into the tunnel when cut- 
ting tools penetrate the well casing, it is 
very apt to mean “curtain” for the 
working crew in that tunnel; and gas 
always accompanies oil in a well. 

Most of the heroes of these dreadful 
fires are unknowns whose exploits 
bring them mention for a moment, and 
who almost immediately again become 
unknowns. It is all in the day’s work 
with them, a necessary measure for the 
protection of themselves, their fellows, 
and their source of livelihood. But they 
all subscribe to Gillespie’s: 

“Tt sure is hell!” 

Unquestionably the biggest and most 
spectacular well fire in history was that 
in the LaRosa field in the Bolivar Dis- 
trict of Venezuela, on the shore of Lake 
Maricabo in May, 1925. 

_ The first hint of what was to come was 
in December, 1922, when Well R-2 of 

(Continued on Page 71) 
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the Venezuelan Oil Concessions, Ltd., 
unexpectedly blew itself in while a string 
of casing was being run. ‘This was one 
of the most phenomenal gushers of all 
time, running 100,000 barrels a day. It 
caught fire but, as wells will do in that 
country, sanded itself up and automa- 
tically shut itself off in a few days. 

This short-historied gusher, was, how- 
ever, the signal for frenzied drilling in 
that field, and by 1925 along the lake 
shore and surrounding territory, and 
even far out into the lake itself, the scene 
was dotted with closely packed derricks. 
These wells were scarcely more than 
fifty yards apart—too close for comfort 
or safety. 

On May 12, 1925, Lago-17 Well sud- 
denly began to flow, and the operators 
had trouble shutting it in. Within 
twenty-four hours five thousand barrels 
of oil had made a deep film on the lake. 
This condition still existed on June first, 
when Well R-28 suddenly blew in with 
terrific force and out of control, further 
flooding the lake surface with some 
sixty-thousand barrels of oil a day. 
Here, then, was a lake of oil, thirty acres 
of it, the oil three inches deep on the 
surface of the water in some places, and 
surrounding the thickly dotted derricks 
on the water and the shoreline. 

The inevitable happened. Sparks 
from a boiler fire on Gulf’s Superior 8 set 
this lake afire, and almost instantly the 
entire thirty acres was a sea of smoke 
and flame. Well R-28 caught fire. 
The flow line from Lago-17 burned 
through, and that well caught fire. 
On June second heavy streams of water 
played on the lake shore to keep the 
holocaust away from the land derricks. 
Flames from R-28 were shooting three 
hundred feet into the air from the sur- 
face of the blazing water.. The roar was 
so terrific that workers couldn’t make 
themselves heard; the heat was so 
frightful there wasn’t an unscorched 
hand or face among the hundreds. 

Flames had been blocked from the 
other wells in the lake by shutting the 
control cocks at the tops of the casings, 
and the real fire fighting consisted of 
pumping water and sand in huge quanti- 
ties into Lago-17 and R-28. After a 
few hours of this clouds of steam ap- 
peared with the flame and smoke, and 
soon the 300-foot column of flame disap- 
peared from R-28. Lago-17 burned 
four hours longer, when it too smothered. 
The oil on the lake burned itself out, 
and unimaginable disaster was almost 
miraculously averted in the LaRosa 
field. 

Thus oil-well fires are fought. All 
that your car may run, your oil burner 
may heat your home, your highways 
may be macadamized or bound, the 
motors that run the machinery of this 
world may be lubricated, and your 
brother’s hut may be lighted in far 
lands. 





7... sales argument other hotels may 


advance, we'll stick to the only one we’ve ever known—the story 
of Value—the story of giving travelers more for their money. 

During the last year we have told our story of Value in serial 
form in these pages. There was an advertisement about our 
luxurious Statler beds under the headline, “Sink down, down, 
down into sleep.” And one about our baths entitled, “There 
really should be rainbows in these showers.” Then there was 
another about the newspaper we place under every guest room 
door in the morning. It bore the caption, “Extra! Extra! Extra!” 

Perhaps in that latter caption you recognize the little play on 
. .“Extra! Extra! Extra!” For 
these features are extra values — like all the conveniences which 
you get with every Statler room: Radio Reception; Hair Mattress 
with Inner-Springs; Every Bathroom with Shower; Circulating 
Ice Water; Bed-head Reading Lamp; Full-length Mirror; 
Morning Newspaper under the Door. 


words we permitted ourselves . 


From this inventory (incomplete as it is) you get an idea of 
what we mean by va/ue. And if you are like thousands of your 
fellow travelers, you will sum up these Statler values and decide 
that, in total, they present the greatest hotel barguin to be had. 


HOTELS STATLER 


BOs TON 
CLEVELAND 


BUFFALO 
DETROIT $T. LOUIS 
in NEW YORK, Aofe/ Pennsylvania 











Cruising the Caribbees 


By HArrY L. FOSTER 


EGLECTED _ gardens. 
Weed-grown tropic Edens. : 
Forsaken gems. Islands 

where time has turned backward. _ 

When a travel writer digs into his 
notebook to bring forth such phrases as 
these, one may safely assume that he is 
about to discuss the Caribbees. For 
the tinier islets of the West Indies— 
those Lesser Antilles which sweep in a 
graceful semicircle from Porto Rico to 
the South American mainland—invite 
just such descriptions. 

In the dim past, no doubt, when 
swashbuckling pirates flocked to their 
secluded harbors to careen their craft, 
or to squander their ill-gotten gains in 
revelry and wassail, the Antillean ports 
waxed rich and prosperous. And long 
after bucanneering had ceased to be a 
respected profession, the great nations 
of Europe, looking to these diminutive 
atolls for their supplies of sugar, limes, 
spices, and nutmegs, struggled with one 
another and sank one another’s navies 
in a mad scramble for possession of these 
shores. 

Today a few moss-grown fortresses 
remain as mementos of that stirring 
period; the Caribbees bask placidly 
and somnolently in the shade of their 
majestic royal palms, seemingly lost in 
dreams. 

Wherefore, if you be the sort of 
traveler who must have modernity with 
his travel, by all means avoid the Lesser 
Antilles. Go to Cuba, with its Paris- 
like capital. Or to Nassau in the Ba- 
hamas. Or to beautiful Jamaica. 


The Lesser Antilles 


Yet the Lesser Antilles are gorgeously 
picturesque and there are few vacation 
grounds so close to home which offer 
greater attraction. 

First in the procession is Saint 
Thomas, of our own Virgin group, a 
chaos of dull green, riotous peaks, inclos- 
ing a deep lagoon. It was for this fine 
harbor, controlling one of the trade 
routes from Europe to the Panama 
Canal, that Uncle Sam purchased the 
Virgin Islands from Denmark, in 1916, 
for $25,000,000. 

From the tourist viewpoint, however, 
Saint Thomas is charmingly interesting. 
Through its two streets—Front Street 
and Back Street—wander dark-skinned 
natives who might have ‘stepped from 
the pages of Uncle Tom’s Cabin. Upon 
the hills above perch queer old castles, 
which the natives will assure you earn- 
estly were once the homes of Bluebeard, 
Blackbeard, and Montbars. Using their 


heads to save their backs, these men of 


Saint Thomas detail their women to coal 
visiting ships. The wives march up the 
gangplank beneath baskets of fuel which 
matches their complexions, while their 
lordly husbands loll in the shade, en- 
couraging them with song and banter. 

From Saint Thomas southward steam- 
ship itineraries may vary somewhat, 
but islands are constantly in sight. 


Island Parade 


Saint Croix slips past, another of the 
Virgin group, but low and flat and 
covered with a heavy carpet of sugar 
cane. Then we pass the lofty volcanic 
cone of Saba, the harborless little Dutch 
island whose inhabitants, mostly Hol- 
landers retired from a seafaring career, 
dwell up on top in a village which they 
call The Bottom, amusing themselves 
by building sloops or schooners which 
they launch by sliding them down the 
side of the volcano into the sea. And 
presently Saint Kitts, of the British 
Leeward group, where the Negroes come 
out in gayly painted rowboats, to hail 
one in an English peculiarly their own: 

“Tsay, baas! Oh, I say! You going 
shoreward, sah? I glad for escorting 
you in my boad. Dis boad, she name 
Carmania.” 

Follows then a whole parade of 
islands. . . Nevis, of interest as 
the birthplace of Alexander Hamilton, 
Redonda, a little round dumpling of an 
island. Montserrat, which was 
originally colonized by an Irishman and 
now is populated by red-headed Ne- 
groes. Antigua, capital of the 
Leeward group. 

Then come the French Antilles—the 
most gorgeously colorful of all the little 
Caribbees. Dawn of another day finds 
the steamer at Basse-Terre, queerest 
and quaintest of all the island ports. 

As ancient, seemingly, as the hills be- 
hind it, the old Gallic city rises from its 
beach in vistas of steeply sloping streets, 
of huge garden walls grown with fern 
and lichen, of topsy-turvy dwellings, 
all erratic and askew and painted in 
every color of the spectrum. 

This is the island of Guadeloupe, 
largest of the French West Indian pos- 
sessions. But still more famous, and 
just as colorful, is Martinique, another 
day’s voyage southward. 

On the way, perhaps, the vessel may 
call at Dominica, another British Lee- 
ward; noted for its abundant rainfall, 
its luxuriant vegetatjon, and its produc- 
tion of lemons and limes. Then, steam- 
ing along the Martinique coast, one 
glimpses historic Mount Pelee, whose 
eruption in 1902 wiped out the ill-fated 


city of Saint Pierre, obliterating in its” 
sudden upheaval the gayest metropolis 
in the Antilles, and burying in its molten 
lava some forty-five thousand souls, 

Old Saint Pierre has never risen from 
its ashes, and present-day shipping _ 
ignores the once busy port and steams _ 
on to the newer capital of Fort-de. 
France. This is a quaint mixture of | 
the ancient and the modern, and holds — 
special interest for the historically 
minded tourist as the home of the Em- 
press Josephine. 

After Martinique, the Windward 
Isles. There’s Saint Lucia, with another 
land-locked pool, second only to that of 
Saint Thomas among the harbors of the 
Antilles. (Great Britain once planned 
to transform Castries, its principal port, 
into a second Gibraltar, but abandoned 
the project out of deference to the Mon- 
roe Doctrine.) Then Saint Vincent, 
rated by many the fairest of the islands. 
It was the last refuge of the Caribs, the 
aborigines of the Caribbean, who fled 
up the slopes of a mountain and defied 
all invaders, until the mountain erupted 
and blew them to smithereens. Then 
Grenada, capital of the Windwards, 
But the busiest island of the whole 
Antillean chain lies still ahead—the 
island of Barbados. 

Situated well out in the Atlantic—so 
far out that Columbus, who discovered 
nearly all the other islets, seems some- 
how to have missed it—this Barbados 
is unique. For here the negroes have 
not only prospered, but multiplied so 
prodigiously that the population is rated 
the densest (per square mile) outside of 
the Orient; overcrowding, by intensify- 
ing the struggle for existence, has given 
the citizens an initiative and industry 
unknown among other West Indians. 

Some travelers are inclined to stop 
off at Barbados, but most of them con- 
tinue to Trinidad. 


On to Trinidad 


Port of Spain, the Trinidadian capital, ~ 
is quite the most progressive city on the 
cruise. Its wide streets are all that one 
might expect on an island that supplies 
the world with asphalt; its hotels are 
fully familiar with the wants of the 
American traveler. 

But for many visitors the most fascl- 
nating feature of Port of Spain is its — 
East Indian population. The British 
have imported thousands of Sikhs, 
Hindus, and Mohammedans who dress 
in flowing robes and turbans. 

It seems a fitting climax, this Port of 


Spain, to a cruise of the Caribbees. For ~ 


its chief charm is its infinite variety. ~ 











